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THE  CURRENCY  PROBLEM. 

Stability  of  value  is  a necessary  requisite  of  a sound  and 
honest  currency.  The  gold  coinage,  of  which  the  gold  dollar 
is  the  unit,  being  the  present  standard  for  the  measure  of  all 
\m1ucs  in  the  United  States,  the  stability  of  value  of  our  cur- 
rency depends  upon  the  stability  of  value  of  gold.  It  is  true 
that  silver  and  all  other  forms  of  money  current  in  the  United 
States,  including  National  Bank  notes,  have  the  same  exchange- 
able value  or  purchasing  power  as  the  gold  coinage,  but  it  is 
only  by  reason  of  their  immediate  or  ultimate  redeemability  in 
the  gold  portion  of  our  currency,  guaranteed  in  some  form  by 
the  pledge  of  the  government,  or  by  its  declared  policy  carried 
out  in  practice,  that  they  have  such  value.  The  subsidiary 
coinage  is  not  considered.  Our  gold  currency,  on  the  other  hand, 
depends  for  its  value  entirely  upon  the  value  of  the  gold  which  it 
contains.  If  the  value  of  the  gold  fluctuates,  the  value  of  the  gold 
currency  fluctuates  with  it,  and  the  values  of  the  other  portions 
of  the  currency  fluctuate  with  that  of  the  gold  portion.  The 
stamp  on  the  coin,  as  is  well  understood,  adds  nothing  to  its 
value.  lake  the  label  on  the  package,  it  merely  indicates  its 
quantity  and  quality,  its  weight  and  fineness.  Neither  does 
the  legal  tender  feature  enhance  its  value  so  long  as  gold 
remains  stable  or  is  advancing  in  value.  This  feature  is  of 
importance  in  those  rare  cases  where  a formal  tender  is  neces- 
sary, but  it  can  hardly  be  claimed  that  this  increases  the  value 
of  the  present  gold  standard.  The  .stability  in  value  of  our  cur- 
rency depends,  therefore,  wholly  upon  the  stability  in  value  of 
gold.  If  gold  has  risen  materially  in  value,  our  present  currency 
is  unstable.  The  question  for  determination  then  is,  whether  gold 
has  risen  in  value — whether  the  present  difference  between  the 
coinage  and  commercial  ratios  of  the  values  of  silver  and  gold 
has  been  caused  by  a ri.se  in  gold,  a fall  in  silver,  or  both 
combined. 
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While  wo  usually  measure  all  values  by  the  money  stand- 
ard, for  the  reason  that  all  things  of  value  appear,  with  more  or 
less  frequency,  in  the  form  of  money  through  the  exercise  of  its 
function  as  a medium  of  exchange,  we  can  on  the  other  hand  deter- 
mine the  respective  values  of  gold  and  silver  at  different  periods, 
provided  we  have  a commodity  or  other  thing  of  value  which 
we  know  to  have  retained  its  stability  of  value  for  a long  period. 
The  reason  is,  that  the  exchange  of  gold  or  silver  standard 
money  for  commodities  is  not  only  an  exchange  of  equal  values, 
but  in  substance  an  exchange  of  commodities  of  equal  value. 
Such  exchange,  though  termed  a purchase  and  sale,  is  substan- 
tially a case  of  barter.  While  this  is  the  general  rule,  there  are, 
as  in  cases  of  barter  proper,  some  exceptions,  such  as  cases  of 
fraud,  forced  sales,  improvident  bargains,  and  probably  some 
others. 

If,  therefore,  a commodity,  known  to  have  retained  its 
stability  of  value,  declines  in  price  in  gold  or  silver  standard 
money,  we  know  that  gold  or  silver,  as  the  case  may  be,  has 
risen  in  value,  and  vice  versa.  There  is  nothing  of  value,  how- 
ever, which  in  these  days  retains  its  stability  of  value  for  a long 
period.  The  prices  in  gold  or  silver,  at  distant  periods,  of  a 
quarter  of  wheat,  were  thought  by  early  iMiglish  writers  on 
Political  Economy  to  be  a reliable  .standard  to  determine  whether 
or  not  these  metals  had  fluctuated  in  value.  While  that  test 
might  at  that  time  have  answered  the  purpose  reasonably  well, 
altered  conditions,  the  opening  up  of  vast  areas  suitable  to 
the  production  of  wheat,  improved  machinery,  etc.,  have  so 
reduced  the  cost  of  production  as  to  render  that  te.st  worthless, 
when  applied  to  the  respective  values  of  gold  or  silver  prior  to 
and  since  the  advent  of  such  improved  machinery,  etc. 

The  average  price  in  gold  or  silver  of  a day’s  labor  in  the 
principal  employments  at  different  periods  of  comparison,  was 
loiifi  since  sufjgested  as  a fair  test  for  the  determination  of  the 
amounts  of  fluctuation  in  the  values  of  tho.se  metals.  It  was 
supposed  that  such  average  price  would  remain  comparatively 
stable.  The  conditions  which  prevailed  when  this  test  origina- 
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ted  have  long  since  passed  away.  Then  labor  was  the  slave  of 
capital,  and  obliged  to  rest  content  with  that  portion  of  their 
joint  product  which  capital  allotted  to  it  ; the  theoiy — followed 
in  practice — being  that  labor  was  entitled  to  sufficient  only  of 
the  coarsest  necessaries  to  support  life.  All  this  has  changed. 
Labor  has  become  intelligent  and  aggressive.  It  forms  organi- 
zations and  combinations  for  contesting  with  capital,  the  division 
of  their  joint  product.  In  this  country  too  of  universal  suff- 
rage it  wields  great  power  through  the  ballot  box,  and  in  our 
halls  of  legislation.  This  test  must,  therefore,  also  be  rejected 
as  valueless. 

The  fall  in  prices  generally  in  gold  standard  countries, 
within  the  past  fifteen  or  twenty  years,  would  indicate  a rise  in 
the  value  of  gold  ; but  as  this  fall  is  in  part  at  least  due  to  over- 
production and  cheapened  methods  of  production,  and,  as  amidst 
the  complexity  of  facts,  it  is  impossible  to  determine,  with  any 
reasonable  degree  of  certainty,  the  amount  of  fall  due  to  these 
causes,  this  cannot  be  considered  a satisfactory  method  of 
determining  the  que.stion  proposed. 

There  are  several  circumstances,  however,  which  indicate 
that  the  general  fall  in  prices  in  gold  standard  countries  is  not 
due  entirely  to  the  causes  mentioned.  These  causes  do  not  apply 
to  all  commodities,  nor  to  the  same  extent  in  the  cases  of  those 
to  which  they  do  apply — while  the  fall  in  prices  is  in  substan- 
tially the  same  proportion  in  nearly  all  classes  of  commodities. 

Again,  it  is  a well  settled  economic  law,  that  falling 
values  increase  consumption  and  thus  have  a tendency  to  check 
the  decline — the  increase  in  consumption  being  proportionate  to 
the  amount  of  decline  in  value.  Now,  reliable  statistics  have 
been  produced  to  show  that  there  is  no  greater  consumption  of 
wheat  in  proportion  to  population  and  wealth — to  take  that 
commodity,  as  an  example — at  the  present  time  when  it  is  worth 
fifty  cents  per  bushel,  than  when  it  was  worth  a dollar  per 
bushel.  If  this  is  correct,  it  indicates  that  the  low  price  of 
wheat  is  due  to  a rise  in  the  standard  by  which  its  price  is 
determined  ; and  as  that  rise  affects  all  products  in  the  same 
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manner,  wheat  costs  as  much  now,  in  the  products  which  the 
consumers  must  exchange  for  it  through  money  as  the  medium 
as  formerly,  and  therefore  there  is  no  cause  for  the  operation  of 
the  economic  law  mentioned. 

It  can  hardly  be  contended  that  the  fall  in  the  price  of 
wheat,  within  the  pa.st  fifteen  years,  is  attributable  to  cheap-  ' 

ened  methods  of  production,  as  all  of  the  labor-saving  machin- 
ery used  in  the  production  of  wheat  has  been  in  use  for  the 
whole  of  that  period,  while,  as  stated,  reliable  statistics  prove 
that,  making  allowance  for  the  increased  demand  arising  from 
increase  of  population  and  wealth,  there  has  really  been  no  over- 
production. 

Disregarding,  however,  the  above  tests  as  too  uncertain, 
there  are  two  methods  by  which  we  can  determine  the  question 
proposed,  with  reasonable  accuracy.  These  methods  are  : ’ 

First. — By  the  application  to  gold  and  silver  of  the  principle 
of  the  law  of  supply  and  demand. 

Secondly. — By  ascertaining  the  course  of  prices,  in  silver 
standard  countries,  of  commodities  not  affected  by  overpro- 
duction or  improved  methods  of  production. 

% 

And  first  as  to  the  law  of  supply  and  demand  ; 

Gold  and  silver  are  both  commodities  and  as  such  are 
purchased  for  use  in  the  arts,  and  purchased  or  presented  for 
for  coinage — the  conversion  of  gold  and  silver  into  coin  having  ^ 

the  effect  of  a sale  by  taking  them  off  the  market  until  they 
find  a better  market.  Their  respective  values  are  governed  by 
the  same  law  which  governs  the  values  of  all  other  commodi- 
ties, the  law  of  supply  and  demand.  The  only  markets,  or 
sources  of  demand  for  them,  are  for  use  in  the  arts — including 
dentistry,  and  for  currency,  and  the  principal  demand  for  silver, 
is,  or  has  been,  for  currency.  The  demands  for  gold  for  the 
arts  and  for  currency  are  according  to  the  best  estimates  nearly 
equal. 

If  both  gold  and  silver  were  demonetized,  there  would  be 
four  thousand  millions  of  each  metal,  with  no  other  market  than 
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the  arts,  besides  the  annual  products  which  much  more  than 
suffice  for  the  annual  demand  for  the  arts.  The  result  would 
* be  a stoppage  of  gold  and  silver  mining,  and  a depreciation  of 

^ the  metals  to  a small  fraction  of  their  present  value. 

No  estimate  of  the  effect  of  the  annual  products  of  com- 
modities, including  gold  and  silver,  upon  their  values  can  be 
correct  which  does  not  take  into  consideration  the  supply  on 
hand,  as  well  as  the  demand.  Some  commodities,  as  food 
products,  are  wholly  consumed  as  fast  as  produced,  or  within  a 
comparatively  short  period  thereafter.  Others,  as  machinery, 
tools  and  articles  of  manufacture  generally,  after  being  used  for 
a short  time,  greater  or  less,  become  so  much  worn  as  to  be 
useless  for  the  purpo.ses  of  their  production  or  manufacture, 
and  retain  but  a small  portion  of  their  original  values.  Not  so 
^ with  gold  and  silver.  They  are  never  consumed.  The  total 

product  of  these  metals  remains,  except  what  has  been  lost  by 
abrasion  and  accident,  and  a small  portion  used  in  the  arts  and 
dentistry,  and  that  which  remains  has  the  same  value  as  new 
gold  and  silver.  The  annual  products  of  these  metals,  therefore, 
constitute  merely  an  addition  of  their  quantities  to  the  large 
stocks  on  hand,  of  equal  value  with  that  added,  and  equally 
available  for  a market,  by  reason  of  its  equality  in  value  with 
new  metal,  and  the  facility  and  cheapness  of  its  conversion  and 
transportation  for  use  wherever  demanded.  In  fact,  gold  and 
silver,  though  in  the  form  of  currency,  may  be  said  to  be  never 
^ permanently  off  the  market.  This  does  not  apply  to  the  subsi- 

diary  coinage,  which,  owing  to  its  great  over- valuation,  remains 
permanently  in  its  original  place  of  consumption,  as  being  its 
best  market,  save  in  exceptional  cases.  The  work  on  the  gold 
and  silver  used  in  the  arts,  in  most  cases,  adds  so  much  to  the 
value  of  the  material  that,  until  worn  out,  there  is  little  danger 
of  their  being  melted  up.  Association,  and  family  pride  in 
some  cases,  also  tend  to  prevent  this  result.  Besides,  old  gold 
and  silver  usually  go  back  into  the  arts.  Hence  the  supply  of 
gold  and  silver  on  hand,  upon  the  value  of  which  the  annual 
^ product  has  its  effect,  consists  under  ordinary  conditions  almost 
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wholly  of  the  standard  gold  and  silver  currency,  and  that  kept 
at  the  standard  value  by  artificial  support  as  in  the  case  of  our 
present  silver  currency,  and  hereafter  only  the  gold  and  silver 
currency  will  be  considered  as  that  upon  which  the  annual 
product  has  such  effect.  This  difference,  between  gold 
and  silver  on  the  one  hand,  and  commodities  in  general 
o’l  the  other,  produces  a corresponding  difference  in  the 
effects,  which  their  respective  annual  products  have,  on 
their  respective  values.  Double  the  world’s  annual  product 
of  wheat,  with  no  supply  on  hand,  the  demand  remaining  the 
same,  and  you  reduce  the  value,  .say,  one-half.  Double  the 
world’s  annual  product  of  manufactures,  and  the  result  would 
be  nearly  similar  under  the  same  conditions.  On  the  other 
hand,  double  the  annual  products  of  gold  and  silver,  and  you 
add  but  a small  percentage  to  that  already  in  existence.  A 
considerable  portion  of  these  annual  products  will  be  absorbed 
in  the  arts  and  currency  markets,  the  demands  for  these  pur- 
poses increasing  annually  with  the  increase  in  wealth  and  busi- 
ness. It  is  only  the  excess  which  remains,  after  the  demand 
for  these  purposes  has  been  satisfied,  that  has  any  influence  in 
reducing  their  values.  This  excess  will  be  somewhat  lessened 
by  the  greater  demand  for  the  arts,  arising  from  cheapness 
caused  by  overproduction,  and  the  balance,  so  long  as  there  is 
a market  for  it  for  coinage,  will  gravitate  to  that  as  the  only 
market.  This  will  reduce  the  value  of  the  whole  volume  of 
currency  thus  enlarged.  It  will  be  distributed  through  the 
operation  of  the  law  which  equalizes  the  values  of  gold  and 
silver  as  of  all  commodities  throughout  the  commercial  world. 
The  excess  must  be  compared  with  the  whole  amount  which 
has  the  currency  field  for  its  market.  This  amount  consists  of 
the  excess  and  the  e.xisting  currency  combined,  while  the  demand 
is  only  for  the  amount  of  the  existing  currency.  The  excess 
and  existing  currency  will  then  be  worth  no  more  than  the 
existing  currency  before  the  overproduction.  The  depreciation, 
therefore,  as  is  the  case  with  other  commodities,  will  be  meas- 
ured by  the  proportion  which  the  added  currency — consisting 
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of  the  excess  mentioned — bears  to  the  whole  volume  after  the 
• addition.  If  overproduction  affected  only  the  value  of  the 
annual  product,  and  there  should  be  a demand  for  only  one- 
half  of  the  annual  product,  its  value  would  be  reduced  one-half, 
while  the  currency  of  the  same  metal  in  existence  would  retain 
its  former  value — a result  which  shows  the  absurdity  of  the 
contention. 

In  the  case  of  the  demonetization  of  silver  currency  by 
any  nation — the  annual  demand  for  the  currency  and  the  arts 
havin'!  been  satisfied  from  the  annual  product — the  whole 
amount  demonetized  will  have  its  effect  in  depreciating  the  value 
of  the  stock  of  silver  currency  on  hand  at  the  time  of  such 
demonetizaj:ion.  The  demonetized  currency  will  have  for  its 
only  market  the  silver  currencies  of  other  nations. 

The  amount  of  depreciation  will  be  the  proportion  which 
the  demonetized  silver  bears  to  the  whole  stock  in  existence, 
includincf  that  demonetized.  This  whole  stock  will  be  woith 
only  as  much  as  the  silver  not  demonetized  was  worth  prior  to 
the  demonetization. 

In  the  case  of  the  cessation  of  the  coinage  of  silver  by  any 
nation,  the  annual  requirement  of  such  nation  for  silver  for 
coinage  out  of  the  annual  product  will  cease,  and  by  reason  of 
this  diminished  demand  the  e.xcess  of  the  annual  product  will 
increase  to  the  extent  of  this  demand,  thus  causing  a further 
reduction  in  the  value  of  silver. 

While  the  values  of  gold  and  silver  depend  on  the  law  of 
supply  and  demand,  the  cost  of  production  is  also  a factor,  as 
in  the  case  of  other  commodities.  Their  values  cannot  fall  per- 
manently below  the  cost  of  production  nor  rise  greatly  above 
it.  The  cost  of  production  varies  in  different  mines,  but  the 
cost  here  referred  to  is  the  cost  of  production  in  those  mines 
which  are  most  expensive  to  work  but  which  it  is  necessary  to 
work  in  order  to  supply  the  demand. 

Another  principle  is,  that  the  effects  of  the  overproduction 
of  either  gold  or  silver  will  be  corrected  automatically  in  the 
countries  using  these  metals  as  standard  currency.  The 
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depreciation  caused  thereby,  in  the  case  of  silver  foi  instance, 
will  not  only  raise  prices,  in  sins^le  silver  standard  countiies, 
and  thus  stimulate  business  so  as  to  require  more  currency, 
but,  in  order  to  transact  the  original  volume  of  business,  theie 
will  be  required  an  additional  amourit  of  currency  sufficient  to 
make  the  value  of  the  volume  of  depreciated,  currency  equal 
to  the  value  of  the  volume  before  depreciation.  The  deprecia- 
tion will  also  have  a tendency  to  diminish  production,  and  thus 
check  the  decline.  If,  for  the  purpose  of  illustration,  it  should 
be  assumed  that  there  are  one  thousand  millions  of  silver  cur- 
rency in  single  silver  standard  countries,  a depreciation  of  twenty- 
five  per  cent.,  would  wipe  out  two  Hundred  and  fifty  millions  of  its 
value.  In  order,  therefore,  to  make  the  volume  of  currency 
equal  in  value  to  that  existing  before  the  depreciation,  it  would 
require  that  additional  amount  of  silver.  But  as  the  depre- 
ciation would 'stimulate  business,  the  enlarged  volume  of 
business  would  require  still  more  silver.  Besides,  the  annual 
increase  of  business  and  wealth  would  lequire  moie  silver 
annually  than  before  the  depreciation  by  reason  of  the  neces- 
sity of  keeping  this  enlarged  volume  of  silver  currency  up  to 
the  increased  demand.  These  demands  would  not  only  check 
the  decline,  but  also  tend  to  raise  the  value  of  silver. 

This  result  was  witnessed  in  the  case  of  the  decline  in  the 
value  of  both  gold  and  silver  which  followed  the  great  pro- 
duction of  both  metals  by  South  America  and  Mexico,  after 
the  discovery  of  America.  At  that  time  the  stock  of  gold  and 
silver  in  Kurope  was  estimated  at  less  than  two  hundred  mill- 
ions, while  the  average  annual  product  of  the  mines  of 
America,  from  1 545 — the  period  of  the  opening  of  the  famous 
mines  of  Potosi — to  1600,  was  eleven  millions,  and  the  annual 
product  continued  to  increase  rapidly  until  the  beginning  of 
the  Nineteenth  Century,  when  it  was  nearly  fifty  millions. 
This  large  output  was  maintained  for  some  years  thereafter, 
when  the  troubles  occasioned  by  the  wars  for  independence  in 
Spanish  America  greatly  curtailed  the  production.  It  is  esti- 
mated that  gold  and  silver  had  each  fallen  to  one-fourth  of  its 
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former  value  in  1636,  and  between  this  period  and  1848  there 
was  little  variation  in  their  values,  notwithstanding  their  largely 
increased  annual  products.  The  fall  in  the  values  of  the  metals 
did  not  by  any  means  keep  pace  with  the  increase  of  produc- 
tion. One  of  the  reasons  was  that  the  depreciation  caused  an 
enlarged  demand,  as  e.xplained,  though  it  is  probable  that  a 
change  in  material  conditions,  in  this  instance,  had  more  effect 
in  checking  their  decline  in  value.  Prior  to  the  discovery  of 
America,  and  for  a long  time  thereafter,  agriculture  was  almost 
the  only  business  occupation  throughout  the  world,  and  a very 
large  proportion  of  the  necessaries  and  comforts  of  life  were 
produced  at  home.  Under  these  conditions  the  amount  of 
currency  required  was  comparatively  small.  The  demand  was, 
however,  greatly  enlarged  by  the  colonization  of  the  New 
World,  and  the  springing  up  of  manufactures,  trade,  and 
commerce.  These  industries  require  vastly  more  currency  in 
proportion  to  capital  than  does  agriculture.  During  that 
period,  however,  the  rate  of  material  progress  was  very  slow, 
requiring  a very  slight  increase  in  the  annual  demand  for  cur- 
rency to  meet  the  slowly  increasing  demands  for  business,  as 
compared  with  the  present  rapid  rate  under  the  stimulus  given 
by  steam,  electricity,  and  improved  machinery. 

This  principle  is  not  applicable  to  double  standard  coun- 
tries, unless  the  two  metals  are  kept  on  a parity  by  legislation 
changing  their  coinage  ratios  of  value.  The  depreciated  cur- 
rency, in  the  absence  of  such  legislation,  would  drive  out  of 
circulation  the  more  valuable.  If,  however,  this  effect  were 
permitted  in  double  standard  countries,  it  would,  in  cases 
where  the  di.splaced  volumes  are  sufficiently  large  to  influence 
the  market,  at  once  restore  the  equilibrium  of  values  or  raise 
the  value  of  the  depreciated  currency  above  that  of  the  other. 
The  more  valuable  currency  thrown  on  the  market  would  les- 
sen its  price  in  the  proportion  of  its  volume  to  the  whole 
volume  in  existence,  while  the  demand  for  an  additional  quantity 
of  the  depreciated  currency  to  take  the  place  of  that  driven  out 
would  raise  its  value  proportionately. 

1 1 


In  order  to  obtain  some  idea  of  the  annual  requirements 
of  uold  and  silver  to  meet  the  increasing  dc;mands  of  business 


and  wealth,  it  will  be  of  service  to  refer  to  some  statistics  on 
the  subject. 

The  total  volume  of  currency  in  this  country  in  i860  was 
four  hundred  millions  ; in  1890,  sixteen  hundred  millions.  The 
specie  portion  in  1 860  was  two  hundred  millions  ; in  1 890, 
twelve  hundred  millions.  The  total  volume  of  currency 
increased  three  hundred  per  cent,  in  thirty  >’ears,  being  ten  per 
cent,  annually  on  the  original  volume,  and  about  five  per  cent, 
at  the  compound  rate,  while  the  specie  portion  increased  five 
hundred  per  cent.,  being  seventeen  per  cent,  annually  on  the 
ori'Tinal  amount.  It  is  admitted  that  the  world’s  ratio  of  increase 
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of  currency  is  not  equal  to  that  of  the  United  States,  and  statis- 
tics show  it.  In  1850,  the  total  volume  of  gold  currency  in 
the  world  was  eight  hundred  and  fifty  millions,  and  of  silver 
currency,  fourteen  hundred  millions — in  i894>  four  thousand 
millions  of  each — an  average  annual  increase,  at  the  compound 
rate,  of  over  three  one-half  per  cent,  in  gold,  and  nearly  two 
and  one-half  per  cent,  in  silver.  These  figures  will  hereafter  be 
used  as  sufficiently  accurate  for  the  purpose  of  illustration.  The 
comparatively  low  percentage  of  increase  in  silver  curiency,  as 
compared  with  gold,  is  caused  by  demonetization  and  cessation 
of  coinage,  and  if  the  present  treatment  of  silver  is  continued, 
the  percentage  of  silver  used  will  grow  less,  and  that  of  gold 
greater  if  it  can  be  obtained.  In  this  age  of  steam,  electricity 
and  improved  machinery,  of  accumulated  wealth  and  capital, 
and  of  progress  in  invention  and  discovery,  there  is  every  reason 
to  believe  that  the  next  fifty  years  will  far  surpass  the  last  fifty 
in  material  progress,  and  will,  therefore,  require  a more  rapid  late 

of  increase  in  the  volume  of  currency. 

With  the  above  principles  in  view,  let  us  see  how  the  value 
of  silver  has  been  affected  by  alleged  overproduction  and  by 

the  action  of  different  nations. 

The  world’s  average  annual  product  of  silver  during  the 

twenty-one  years,  1874  i894>  was  one  hundred  and  thirty 
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millions.  The  average  annual  demand  for  new  silver,  for  the 
arts  and  subsidiary  coinage  during  that  period,  was  approxi- 
mately forty  millions,  leaving  ninety  millions  annually  for  absorp- 
tion into  currency  other  than  subsidiary  currency.  The  aver- 
age stock  of  silver  currency  on  hand  during  that  period  was 
approximately  three  thousand  millions.  An  average  annual 
increase  of  the  silver  currency  at  two  and  one-half  per  cent, 
the  rate  of  increase  from  1850  to  1894 — would  require  an 
average  of  seventy-five  millions  annually,  reducing  the  balance 
to  fifteen  millions.  Germany  and  France — had  they  not  ceased 
the  coinage  of  silver — would  have  absorbed  the  greater  part  or 
all  of  this  balance,  so  that  if  there  had  been  no  cessation  of 
coinage  resulting  from  demonetization,  and  the  silver  using 
countries  had  continued  to  use  silver  as  formerly,  there  would 
have  been  no  overproduction.  This  excess,  if  any,  would  have 
reduced  the  value  of  silver  only  in  the  proportion  which  its 
amount  bore  to  the  whole  volume  of  silver  cuirency,  including 
the  excess,  while  the  slight  depreciation  therefrom  would  have 

been  corrected  in  the  manner  .stated. 

In  1 87 1 , however,  the  policy  of  demonetization  and  cessa- 
tion of  coinage  commenced.  In  that  year,  Germany  adopted 
the  gold  standard  and  in  1873  demonetized  her  silver  currency 
throwing  on  the  markets  of  the  world  several  hundred  mil- 
lions of  silver.  In  1873,  the  United  States  demonetized  silver, 
without  any  immediate  effect,  however,  as  she  then  had  a paper 
money  standard.  As  a result  of  demonetization  by  Germany, 
the  Latin  Union,  including  France,  prior  to  that  time  one  of  the 
greatest  silver  consumers  in  the  world,  ceased  the  coinage  of 
.silver.  Russia,  Denmark,  Sweden,  Norway,  Holland  and 
Spain  all  adopted  the  gold  standard  at  or  about  this  period,  and 
cea.sed  coining  silver.  In  1892,  Au.stria  demonetized  hei  silvei , 
setting  free  one  hundred  and  fifty  millions.  In  1893  India 
closed  her  mints  to  the  private  coinage  of  the  metal,  and  m the 
same  year  the  United  States  stopped  the  purchase  of  four  and 
one-half  millions  of  ounces  of  silver  monthly,  under  the  Sher- 
man Act. 
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As  an  offset  to  this  general  onslaught  on  silver,  the  United 
States  furnished  a considerable  market  for  the  metal  under  the 
Inland  and  Sherman  Acts,  under  which  the  government  pur- 
chased and  coined  silver,  to  a limited  amount.  The  result  of 
this  was  the  taking  off  the  market,  from  1878  to  1893,  of  six 
hundred  millions  of  dollars,  or  forty  millions  annually.  While 
the  silver  purchased  under  the  Sherman  Act  has  not  been 
coined  to  any  extent,  but  has  merely  changed  ownership, 
there  is  little  fear  of  its  coming  on  the  market. 

This  action  of  the  United  States,  in  supplying  herself 
with  an  amount  of  silver  currency  equal  to  that  of  her  gold, 
had  the  effect  of  greatly  diminishing  the  fall  in  the  value  of 
silver  caused  by  the  action  of  other  countries.  Then  Ger- 
many restored  a considerable  amount  of  her  demonetized 
silver. 

In  silver  standard  countries,  also,  as  .stated,  any  depre- 
ciation would  cause  an  increased  demand.  The  errowth  of 
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manufactures  in  Japan,  and  other  Oriental  nations,  would  also 
absorb  more  silver. 

Notwithstanding  the  influence  of  these  favorable  elements 
in  the  cause  of  silver,  there  has  in  all  probability  been  some 
decline  in  its  value — arising,  however,  principally  from  the 
lessened  demand  by  reason  of  demonetization  and  cessation 
of  coinage. 

The  treatment  of  gold  has  been  the  direct  opposite  of 
that  of  silver,  and  with  an  opposite  result.  The  same  law  and 
policy  which  have  caused  the  depreciation  of  silver  have 
caused  the  appreciation  of  gold.  The  demand  for  gold  has, 
by  reason  of  that  policy,  greatly  increased  during  the  past 
twenty  years.  Germany  required  several  hundred  millions  to 
fill  the  vacuum  in  her  currency,  caused  by  the  demonetization 
of  silver.  The  United  States,  under  the  Resumption  Act  of 
icS; 5,  required  several  hundred  millions;  Austria,  in  1892, 
one  hundred  and  fifty  millions.  The  annual  demand  for  ijold 
is  increased  by  this  creation  and  enlargement  of  gold  currency 
volumc.s.  Between  1871  and  1892  the  im2)orts  of  gold  into 
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British  India  exceeded  the  exports  of  that  metal  by  at  least 
two  hundred  and  fifty  millions.  This  difference  has  all  dis- 
appeared, having  been  manufactured  into  ornaments  and 
hoarded.  Governments  lock  iqo  large  amounts  of  coin  in 
anticipation  of  war,  and  under  present  conditions  this  will  all 
be  gold — at  least  in  European  countries.  Hoarding  by  indi- 
viduals will  also  incroa.se  in  the  joresent  agitated  .state  of  the 
public  mind,  and  gold  is  and  will  be  the  coin  hoarded.  The 
anxiety  of  the  public  as  to  the  outcome  of  the  joresent  policy 
in  regard  to  gold  and  silver  has  also  some  effect  on  the  values 
of  both  metals. 

The  average  annual  product  of  gold  during  the  twenty- 
one  years,  from  1B74  to  1894,  was  one  hundred  and  eighteen 
millions. 

The  average  annual  demand  of  now  gold  for  the  arts 
during  that  period  was  approximately  fift}'  millions,  leaving 
only  sixty-eight  millions  to  sup^jly  the  average  annual  cur- 
rency demand. 

With  an  average  stock  of  three  thousand  millions  approxi- 
mately in  existence  during  that  period,  an  average  annual 
increase  of  gold  currency  at  three  and  one-half  per  cent. — the 
rate  of  increase  from  1850  to  1894 — would  require  an  aver- 
age of  one  hundred  and  five  millions  annually,  causing  an 
average  annual  deficiency  of  thirty-seven  millions,  without 
taking  into  account  the  gold  required  to  replace  silver,  and, 
in  the  case  of  the  United  States,  to  resume  specie  payments. 

There  can  be  no  doubt  that  this  deficiency,  arising  from 
the  annual  demand  for  gold,  and  amounting  in  the  aggregate, 
during  the  period  mentioned,  to  seven  hundred  and  seventy- 
seven  millions,  in  connection  with  the  abnormal  demands  for 
gold  above  enumerated,  has  greatly  enhanced  the  value  of 
that  metal  since  1873. 

The  theory,  that  the  values  of  gold  and  silver,  including  the 
portion  in  the  form  of  standard  money,  are  determined  by  the  law 
of  sujDply  and  demand — the  demand  being  for  two  puiposes  only, 
for  currency  and  the  arts — is  not  in  entire  harmony  with  the 


15 


generally  accepted  theory  that  the  value  of  money  is  deter- 
mined by  the  volume  of  circulation,  as  compared  with  the 
exchanges  to  be  effected  by  it.  According  to  this  latter  theoiy, 
an  increase  or  diminution  of  the  volume  of  currency,  in  any 
country,  will  have  the  effect  of  lowering  its  value  in  the  former 
case,  with  a corresponding  rise  in  prices,  and  of  raising  it,  in  the 
latter,  with  a corresponding  fall  in  prices.  This  is  usually  des- 
ignated as  the  expansion  and  contraction  of  the  currency,  expan- 
sion causing  a rise  of  prices  commensurate  \vith  the  amount  of 
expansion,  and  contraction  a fall  in  prices  commensurate  with 
the  amount  of  contraction. 

All  that  is  requisite,  according  to  this  theory,  to  produce 
the  effects  mentioned  is,  that  there  should  be  a local  excess  or  defi- 
ciency— an  e.xcess,  or  a deficiency,  confined  to  a single  nation, 
and  not  a general  excess  or  deficiency  throughout  the  commer- 
cial world — though  the  theory  would  be  applicable  in  the  latter 
case  al.so. 

Let  us  see  whether  this  theory  is  correct,  as  applied  to 
currency  systems  having  a gold  or  silver  basis  ; and  first  in  the 
case  where  there  is  an  excess  of  currency  in  any  country. 

This  theory  clearly  presupposes  that  the  excess  at  once 
enters  into  circulation  and  effects  its  proportion  of  the  exchanges. 
If  this  is  conceded,  the  correctness  of  the  theoiy'  cannot  be 
questioned,  as  the  problem  is  one  of  simple  arithmetic.  If  a 
given  quantity  of  commodities  are  exchanged  a given  number 
of  times  by  a given  volume  of  currency,  and  the  volume  of 
currency  should  be  doubled,  and  the  excess  should  enter  into 
the  circulation  and  effect  one-half  of  the  exchanges,  it  is  clear 
that  this  could  be  done,  only  by  doubling  the  prices  of  the 
given  quantity  of  commodity  exchanged  the  given  number  of 
times.  The  error,  however,  consists  in  assuming  that  the  excess 
of  currency,  in  cases  where  the  exce.ss  is  local  only,  enters  into 
the  circulation. 

Take,  for  example,  the  case  of  a nation  having  a volume 
of  circulation  of  a given  value  ba.sed  on  gold  or  .silver,  just  suf- 
ficient to  effect  the  required  exchanges — neither  redundant  nor 


deficient — and  which,  by  the  course  of  trade,  or  in  any  other 
manner,  than  by  a general  excess  of  gold  or  silver,  as  the  case 
might  be,  throughout  the  commercial  world,  should  require  an 
additional  volume  of  currency  based  on  gold  or  silver,  equal  in 
amount  and  v'alue  to  the  original  volume  ; would  such  addi- 
tional volume  of  currency  circulate with  the  original 
volume  ? 

The  answer  is  that  it  would  not,  unless  there  should  first 
bo  a depreciation  of  the  whole  volume  thus  enlarged,  to  one- 
half  its  former  value,  so  that  the  enlarged  vo’ume  would  be 
equal  in  value  only  to  the  original  volume.  The  reason  is  that 
all  exchanges^-as  well  where  money  forms  the  consideration 
on  one  side  as  in  cases  of  direct  barter — are  made  on  the  basis 
of  equal  v'alues,  and  in  order  that  this  should  take  place,  in  the 
case  supposed,  the  enlarged  volume  of  currency  must  depreci- 
ate one-half,  causing  the  prices  to  be  doubled. 

Neither  can  the  excess  of  currency  of  the  nation  in  the 
case  supposed — there  being  no  excess  of  either  gold  or  silver 
throughout  the  commercial  world — cause  its  depreciation. 
There  is  no  reason  to  infer  that  purchasers  would  at  once  cease 
making  their  exchanges  on  the  basis  of  equal  values,  and  paj' 
double  value,  and  thus  absorb  the  excessive  currency,  while 
the  gold  or  silver  portion  will  bring  full  value  in  another 
market.  There  is  no  increased  demand  of  business  requiring 
the  absorption  of  any  of  the  excess  into  the  circulation,  for  the 
theory  is  ba.sed  upon  the  assumption  that  that  shall  remain  the 
same — as  it  is  also  assumed  that  the  additional  volume  of  cur- 
rency shall,  when  introduced,  be  of  equal  value  with  the  origi- 
nal. As,  therefore,  neither  the  interest  of  the  purchaser,  nor 
the  demands  of  business,  would  require  the  absorption  of  the 
excess  into  the  circulation,  and  as  such  absorption  would  be  a 
useless  waste,  it  would  not  be  absorbed,  but  would  at  first 
accumulate  in  the  banks  and  other  financial  institutions,  and 
exchanges  would  continue  on  the  basis  of  former  prices.  Hut 
idle  currency,  like  other  forms  of  idle  property,  yiekls  no 
income.  The  result  would  be  that  the  excess  would  be  gotten 
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rid  of,  by  retiring  a part  of  the  paper  portion  from  circulation 
and  by  employing  or  disposing  of  the  gold  or  silver  elsewhere. 
In  a currency  con.stituted  as  is  that  of  the  United  States, 
National  Bank  notes  would  be  retired  and  gold  sent  tci  another 
maiket,  until  the  volume  of  currency  should  become  normal. 
This  principle,  that  gold  and  silver  always  seek  the  bc.st  mar- 
kets, is  exemplified  by  the  di.sappearance  of  the  undervalued 
metal  in  a bi-metallic  currency. 

I have  taken,  for  the  purpo.se  of  illustration,  the  case  of 
doubling  the  volume  of  currency.  This  could  not  occur,  as 
any  material  excess,  not  temporary  in  its  nature,  would  be  at 
once  corrected  by  the  disappearance  of  the  portion  of  the  cur- 
rency not  needed. 

At  the  time  of  the  large  output  of  gold  in  California, 
much  more  gold  was  coined  by  our  government  than  was 
required  by  the  demands  of  business.  The  excess  was  not 
absorbed  into  the  circulation,  but  w'as  melted  up  and  sent 
abroad — and  that,  too,  at  a time  when  the  depreciation  of  the 
value  of  gold  by  over-production  created  a demand  for  addi- 
tional currency.  The  government  had  coined  more  than  w^s 
needed  to  supply  this  increased  demand. 

Again,  during  periods  of  business  depression,  ushered  in 
by  panics,  idle  capital  causes  idle  currency,  which  accumulates 
in  the  banks.  The  volume  of  currency,  which  is  required  by 
the  demands  of  a period  of  business  activity,  becomes  exce.s- 
sive,  as  compared  with  the  reduced  volume  of  business.  The 
excess  is  not  absorbed  into  the  circulation,  but  remains  idle. 
Prices  do  not  rise,  whereas,  according  to  the  theory  in  ques- 
tion, they  should.  There  is  in  this  country  some  retirement  of 
National  Bank  notes  ; but  as  the  redundancy  of  the  currency  is 
not  permanent,  and  the  retiring  of  such  circulation  is  clogged 
with  unfavorable  conditions,  the  withdrawal  is  not  as  large  as  it 
would  otherwise  be.  In  course  of  time  business  revives,  and 
emj)loyment  tor  the  original  volume  of  currency  is  obtained, 
and  with  a currency,  if  anything  slightly  deficient  until  the 
restoration  of  that  which  has  been  withdrawn,  prices  advance. 
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not  however  because  of  any  change  in  the  volume  of  currency, 
but  because  of  the  activity  of  business,  caused  by  the  demand 
to  replenish  depleted  stocks. 

The  above  argument  is  based,  as  stated,  on  the  hypo- 
thesis that  the  additional  currency,  which  produces  the  e.xcess, 
is  of  the  same  value,  before  being  introduced  into  the  currenc)', 
with  that  already  in  circulation.  If,  on  the  other  hand,  there 
should  be  a general  depreciation  of  the  currenc)'  from  any 
cause — as,  for  insteince,  the  tlepreciation  of  the  value  of  the 
gold  or  silver,  on  which  it  is  based — such  depreciated  volume 
of  currency  w’ould  be  insufficient  to  effect  the  required 
exchanges.  The  deficiency  would  be  readily  supplied,  how'- 
ever,  as  the  depreciation  of  the  \\alue  of  gold  or  silver,  as  the 
case  might  be,  would  indicate  an  excessive  supp'y.  Gold  or 
silver  and,  of  course,  the  j^aper  based  upon  it,  being  depreciated 
and  all  sales  being  in  substance  exchanges  of  equal  value,  prices 
would  rise  and  the  volume  of  depreciated  currency  would  be 
enlarged  proportionately  to  the  rise  in  prices.  The  rise  in  prices 
would  be  caused  by  the  depreciation  of  gold  or  silver. 

There  would  be  no  excess,  but  a deficiency,  of  currency 
to  be  supplied,  until  the  volume  of  depreciated  circulation 
should  be  equal  in  value  to  the  former  volume,  the  exchanges 
remaining  the  same. 

The  error  of  this  theoiy,  therefore,  consi.sts  in  a.scribing 
the  depreciation  of  the  currency  to  the  excess  of  the  volume  of 
circulation,  whereas  the  depreciation  is  due  to  the  operation  of 
the  law  of  supply  and  demand,  and  produces  the  alleged  excess, 
wdiich  is  really  an  enlargement  of  the  volume  of  the  depreciated 
currency,  until  it  becomes  equal  in  value  to  the  former  volume. 

In  the  other  case,  that  of  a circulation  deficient  in  volume 
to  make  the  required  e.xchanges,  the  tension  w'ould  be  so  severe 
that  the  needed  currency  would  be  supplied  from  some  source, 
so  long  as  there  should  be  any  source  from  which  to  supply  it. 
This  occurred  in  the  panics  both  of  1873  and  1893.  In  the 
early  stages,  when  the  fright  was  greatest  and  there  was  a gen- 
eral scramble  for  currency,  it  became  so  scarce  that  the  volume 
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was  insufficient  to  make  the  required  exchai\qes,  and  it  rose  to 
a premium.  To  relieve  the  tension  the  National  Ranks  increased 
their  i.ssue  of  notes  as  much  as  possible  by  the  deposit  of  bonds 
with  the  United  States  Government,  and  supplemented  this  by 
issuing-  Clearing  House  Loan  Certificates,  which  answered  the 
purposes  of  currency  within  a limited  sphere.  This  relieved 
the  tension  and  the  volume  of  currency,  owing  to  the  .stagna- 
tion of  busine.ss,  gradually  became  excessive.  There  was  no 
material  change  in  prices  generally,  due  to  this  temporary 
scarcity  of  currency.  Other  causes  had  produced  the  fall  in 
prices,  and  their  effects  continued  after  the  tension  had  been 
relieved,  and  the  currency  had  become  excessive  in  volume. 

In  the  year  1862,  when  the  issue  of  the  greenback  cur- 
rency drove  out  of  circulation  the  more  valuable  gold  and 
silver,  the  result  was  a reduction  of  nearly  twenty-five  per 
cent,  in  the  volume  of  currency.  If  the  theory  in  question  be 
correct,  there  should  have  been  a corresponding  fall  in  prices. 
There  was,  however,  a gradual  rise,  due  to  the  depreciation  of 
the  greenbacks  commencing  shortly  after  their  issue. 

If  however,  there  should  be  a deficiency  of  gold,  to  supply 
gold  standard  countries  with  a sufficient  amount  to  serve  as  a 


basis  of  circulation,  after  supplying  the  demands  from  other 
sources,  and  there  should  be  no  method  of  increasinc-  the  cir- 
culation  on  a gold  basis,  the  whole  volume  of  circulation 
would  rise  in  value  with  a corresponding  fall  in  prices.  This 
result  follows  from  the  imperative  nature  of  the  demand,  that 
the  exchanges  required  by  business  should  be  made,  and  as 
the  volume  of  circulation  would  be  insufficient  to  make  the 
exchanges  on  the  existing  basis  of  prices  a new  basis  of  prices 
founded  on  the  enhanced  value  of  gold  would  be  substituted 
by  which  they  could  be  made.  The  alternatives  would  be,  to 
adopt  this  course,  or  to  restrict  the  volume  of  business  to  the 
deficient  volume  of  circulation.  Self-interest  would  indicate 


the  choice  of  the  former  alternative  by  men  in  pursuit  of  gain. 

Something  analogous  in  principle  occurs  in  the  case  of  the 
subsidiary  coinage,  the  silver  portion  of  which  is  now  intrinsi- 
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cally  less  than  one-half  the  value  of  gold,  while  that  made  of 
the  baser  metals  is  still  less  valuable  ; yet  both  circulate  on  an 
equality  with  gold.  This  is  accounted  for  by  the  intensity  of 
the  demand  for  such  coinage.  It  is  true  that  it  is  legal  tender 
for  small  sums,  but  this  it  seems  is  not  essential  to  its  circula- 
tion, as  is  shown  when  it  is  driven  out  of  circulation,  as  it  was 
by  the  depreciated  currencies  of  1837  and  1862.  The  substi- 
tutes, which  were  then  devised  to  supply  the  jjlace  of  the  sub- 
sidiary coinage,  had  no  legal  tender  quality,  yet  they  were 
kept  in  circulation  until  a better  was  substituted.  To  realize 
the  pressure  of  the  demand  for  this  form  of  currency,  it  is  only 
neces.sary  to  contemplate  the  situation  if  all  the  subsidiary  coin- 
age should  disappear,  the  consequent  impossibility  of  supplying 
a great  many  of  the  wants  of  civilized  life,  and  the  paralysis  of 
some  branches  of  business. 

I have  taken  gold  as  the  e.xample  in  this  case,  though  the 
principle  is  equally  applicable  to  silver. 

I have  not  referred  to  the  case  of  an  excess  of  irredeem- 
able paper  currency,  as  it  is  only  a method  of  determining  the 
values  of  gold  and  silver  that  is  sought. 

The  conclusion  is  that  the  theory  that  changes  in  the 
volumes  of  currency,  composed  of  specie  and  paper  money 
redeemable  and  continuing  to  be  redeemed  in  specie,  affect 
the  value  of  the  volume  of  currency,  including  the  gold  or  sil- 
ver on  which  it  is  based,  cannot,  it  seems,  be  supported  in  its 
entirety.  A local  excess  or  deficiency  of  volume,  or,  as  it  is 
called,  expansion  and  contraction,  it  seems,  does  not  in  the 
former  case  lower  and  in  the  latter  raise  the  value  of  money 
with  a corresponding  rise  or  fall  in  prices.  An  e.xcess,  arising 
from  an  excessive  supply  of  gold  or  silver  throughout  the 
commercial  world,  reduces  the  value  of  the  metal,  of  which  the 
supply  is  excessive  under  the  operation  of  the  law  of  supply 
and  demand,  with  a corresponding  rise  of  prices  under  the 
operation  of  the  law  that  all  money  e.xchanges  are  exchanges 
of  equal  value.  A deficiency  arising  from  a deficient  supply 
of  gold  or  silver  throughout  the  commercial  world  raises  the 
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value  of  tlie  metal,  of  which  the  supply  is  deficient,  with  a 
corresponding  fall  of  prices  under  the  operation  of  the  law 
that  all  money  exchanges  are  exchanges  of  equal  value.  In 
this  latter  case  the  rise  in  value  is  not  caiused  by  a demand  for 
the  metal,  of  which  the  supply  is  deficient  as  a commodity 
seeking  a market,  for  there  is  none  in  existence  seeking  a 
market  but  by  the  imperative  nature  of  the  demand  for  a suffi- 
cient volume  of  currency  to  continue  the  transaction  of  busi- 
ness on  the  basis  of  values  established  under  the  law  of  sup- 
ply and  demand  ; and  as  the  metal,  of  which  the  supply  is 
deficient,  cannot  be  obtained,  the  difficulty  is  overcome,  first, 
by  supplying  the  deficient  currency  in  some  other  manner, 
and  if  this  cannot  be  done — through  a rise  in  the  value  of  the 
deficient  volume  of  currency,  including  the  gold  or  silver,  on 
which  it  is  based,  with  a corresponding  reduction  of  prices. 

The  cases  of  the  effects  of  an  excessive  or  deficient  sup- 
ply of  either  metal  throughout  the  commercial  world  present 
the  only  questions  of  importance  in  this  argument,  as  one  of 
its  objects  is  to  ascertain  the  effect  of  an  excesswe  supply  of 
silver  and  of  a deficient  supply  of  gold.  According  to  the 
theory  under  discussion,  as  well  as  under  the  law  of  supply 
and  demand,  the  effect  of  the  former  is  a rise,  and  of  the  latter 
a fall,  in  prices — though  the  reasoning  by  which  these  results 
are  reached  are  somewhat  different. 

There  is,  therefore,  nothing  in  this  theory  to  conflict  with 
conclusions  of  the  present  argument  on  the  points  mentioned. 

Secondly. — The  second  method  of  determining  the  ques- 
tion of  fluctuation  of  the  values  of  gold  and  silver,  is  by 
observing  the  course  of  prices,  in  silver  standard  countries, 
of  commodities  whose  values  are  not  affected  by  over-produc- 
tion or  improved  methods  of  production. 

As  previously  stated,  the  exchange  of  the  standard 
metallic  currency  of  any  country  for  commodities  is  sub.stan- 
tially  an  exchange  of  commodities  of  equal  value.  If,  there- 
fore, silver  has  declined  in  value,  less  value  in  commodities 
will  be  given  in  exchange,  for  the  same  coin  or  weight  in  bars, 
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than  formerly ; or,  what  is  the  same  thing,  more  coin,  or 
greater  weight  in  bars,  would  be  required  in  exchange  for  the 
.same  value  in  commodities.  The  result  would  be  shown  by  a 
rise  in  prices  corre.sponding  to  the  decline  in  silver,  other  con- 
ditions remaining  the  same.  With  a rise  in  the  value  of  gold, 
the  result  would  be  the  reverse. 

Now  China  is  not  only  a .siK^er  .standard  country,  but  one 
in  which,  by  reason  of  its  tenacious  adherence  to  its  primitive 
methods  of  production,  and  to  the  low  condition  of  labor,  the 
values  of  home  products  have  not  been  reduced  by  the 
employment  of  improved  machinery.  The  course  of  prices  in 
that  country  will  go  far  towards  settling  the  que.stion  of  fluctua- 
tion in  the  values  of  gold  and  silver.  Upon  this  point,  I will 
quote  an  abstract  from  the  report  of  Acting  Consul  General 
Jamieson  to  the  Earl  of  Rosebery,  published  in  the  daily 
journals  of  October  24,  1893  : 

“ In  other  words,  the  purchasing  power  of  silver  has  not 
“ declined  in  respect  to  any  of  the  classes  of  commodities,  and 
“ has  even  considerably  increased,  in  respect  of  the  first  and 
“last  classes,  food  .stuffs  and  articles  produced  abroad  and 
“ consumed  in  China. 

“ The  purchasing  power  of  gold,  on  the  other  hand,  that 
“ is,  its  local  market  value,  has  .steadily  advanced  with  ev'cry 
<<  successive  fall  in  the  sale  of  exchange  in  London,  till  now 
“ four  shillings  will  purchase  what  formerly  required  six  shil- 
“ lings  and  six  pence,  or  sixty  pounds  will  now  do  what  used 
“ to  require  one  hundred  pounds. 

“ China  has  not  been,  within  the  memory  of  the  present 
“ generation,  a great  absorber  of  silver.  The  fall  in  the  gold 
“ price  of  silver  appears  to  have  produced  no  effect  on  the 
“ general  level  of  prices  of  articles  produced  and  consumed  in 
“ China.  As  regards  articles  produced  in  China,  and  com- 
“ monly  exported  to  gold-using  countries,  there  is  a slight 
“ tendency  to  a general  rise.  The  fall  in  the  price  of  silver 
“ stimulated  exports.” 

The  above  statement  of  the  state  of  prices  in  China  at  the 
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time  mentioned — prior  to  October,  1893 — indicates  that, 
while  silver  had  remained  comparatively  stable,  gold  had  risen 
over  sixty  per  cent,  in  value.  To  be  accurate,  the  two  state- 
ments of  figures  show  rises  of  sixty-two  and  one-half  percent., 
and  sixty-six  and  two-thirds  per  cent.,  re.spectively. 

The  statements  that  the  purchasing  power  of  silver  had 
increased  in  respect  to  “ food  stuffs  and  articles  produced 
abroad  and  consumed  in  China,”  and  that  “ the  fall  in  the 
gold  price  of  silver  appears  to  have  produced  no  effect  on  the 
general  level  of  prices  of  articles  produced  and  consumed  in 
China,”  show  the  effects  of  over-production,  and  improved 
methods  of  production,  outside  of  China,  in  lowering  the  prices 
of  those  products  even  in  silver,  while  the  continuation,  sub- 
stantially, of  the  former  level  of  silv^er  prices  of  Chinese  pro- 
ducts, shows  what  we  should  expect  in  a country  which  refuses 
to  adopt  improved  methods  of  production. 

There  has  probably  been  some  change  in  the  value  of 
silver  since  the  above  report  was  written.  The  various  pro- 
ceedings, ho.stile  to  silver,  hand  not  then  had  their  full  effect, 
and  likely  have  produced  some  decline  in  the  value  of  the 
metal.  In  India,  another  silver  standard  country,  the  evi- 
dence shows  that  there  has  been  a rise  in  the  value  of  nold 
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about  equal  to  the  rise  in  China. 

A rise  of  .sixty  per  cent,  in  the  value  of  gold  since 
1873,  and  a decline  of  twenty  per  cent,  in  the  value  of  silver 
during  the  same  period,  would  make  the  present  gold  price  of 
silver  one-half  of  what  it  was  in  that  year.  That  is  about  the 
difference  between  the  values  of  the  two  metals  at  the  present 
time  at  their  present  coinage  ratio. 

Assuming  this  rise  in  the  value  of  gold,  which  is  some- 
what less  than  the  rate  mentioned  in  the  aI)ove  report,  what 
would  be  its  effect? 

Gold  being  our  .standard  of  value,  a rise  in  the  value  of 
that  metal  will  be  reflected  in  the  fall  of  prices  of  all  forms  of 
property.  This  fall  of  prices,  however,  does  not  prove  that 
there  has  been  a fall  in  values,  but  merely  a change  in  the 
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value  of  the  standard  by  which  all  other  values  are  determined. 
The  values  of  all  forms  of  property  remain  the  same  relatively, 
except  as  modified  by  the  operation  of  the  law  of  supply  and 
demand,  but,  measured  by  the  gold  .standard,  there  will  appear 
a fall  in  prices  corresponding  to  the  rise  in  the  value  of  that 
metal. 

A ri.se  of  .sixty  per  cent,  in  the  value  of  gold  would  cause 
a fall  of  thirty-seven  and  one-half  per  cent,  in  prices,  and  as 
this  fall  has  extended  over  a period  of  twenty  years,  the  aver- 
age annual  fall  vv'ould  have  been  less  than  two  per  cent,  on  the 
original  prices,  while  the  average  annual  rise  in  the  value  of 
gold  would  have  been  three  per  cent,  on  the  original  value. 
This  rise  in  gold  and  fall  in  prices  has,  however,  probably  not 
been  uniform.  Owners  of  property,  especially  of  real  e.state, 
will  resist  the  fall  in  prices  as  long  as  possible. 

This  gradual  fall  of  prices  is  not  seriously  felt  in  business 
transactions,  which  are  completed  within  a year  or  less,  as 
most  business  transactions  are.  In  point  of  fact,  the  manu- 
facturer— to  take  an  example  for  illustration — who  is  paid  for 
his  product  within  a year  from  its  production,  though  receiv- 
ing less  in  money,  will  receive  the  same  value  through  the 
appreciation  of  the  value  of  the  money,  between  the  period  of 
production  and  that  of  .sale,  and  this  is  true  as  applied  to  busi- 
ness generally. 

The  labor  problem  presents  a very  serious  difficulty.  In 
order  that  business  may  continue  to  be  conducted  with  profit, 
labor  must  be  content  to  receive  the  same  value  as  formerly — 
less  money,  though  having  the  same  purcha.sing  power  as  the 
large  sum.  This  labor  will  not  do,  but  in  many  cases  demands 
an  advance  The  result  is  that  production  continues  with  the 
price  of  labor  remaining  stationary,  or  advancing  until  the 
margin  of  profit  becomes  so  small  that  the  employer  mu.st 
either  reduce  wages  or  cease  production.  Lockouts,  strikes, 
and  great  distress  follow,  the  employers  being  generally  \ ic- 
torious  for  the  reason  that  for  them  it  is  in  most  cases  reduc- 
tion of  wages  or  cessation  of  business.  Thus  it  is  that  wao-es 
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like  other  values,  are  eventually  adjusted  to  the  new  value  of 
the  j^old  standard,  but  only  after  a bitter  struggle. 

If  the  manufacturer  be  burdened  with  debt,  contracted 
before  the  ri.se,  he  will  have  another  difficulty  to  face.  The 
interest  and  principal  of  his  debt  being  both  payable  in  the 
dear  money,  he  will  be  obliged  to  pay  sixty  per  cent,  more  in 
value  of  both  than  he  contracted  to  pay,  while  the  non-em- 
ployment of  labor  and  general  financial  loss  and  distrc.ss,  arising 
from  the  same  cause,  will  curtail  the  demand  for  his  products. 

It  is  the  debtor  cla.ss  generally,  those  who  have  incurred 
obligations  for  the  payment  of  money  at  distant  periods  in  the 
future,  who  are  the  greatest  sufferers  by  this  appreciation  of  the 
.standard  of  value.  Mortgages,  leases,  bonds  and  all  other 
money  obligations,  are  enhanced  in  value  to  the  extent  of  the 
rise  in  the  value  of  gold,  between  the  period  of  their  creation 
and  that  of  their  maturity,  and  this  rise  in  value  extends  to  both 
principal  and  interest.  Debtor  nations  lose  and  creditor.nations 
gain  by  this  false  .standard  of  value. 

The  annual  interest  on  the  indebtedness  of  this  country  to 
Europe  has  been  estimated  all  the  way  from  one  hundred  and 
thirty  millions  to  three  hundred  millions.  Assuming  the  lower 
estimate  to  be  correct,  and  the  indebtedness  to  have  all  been 
contracted  before  the  rise  in  gold,  we  would  then  be  paying, 
annually,  seventy-eight  millions  of  dollars  each  of  the  value  of 
the  gold  dollar  before  the  rise  without  receiving  one  dollar  of 
consideration  in  return.  Whether  we  make  this  forced  gift  in 
wheat,  cotton  or  other  commodities  at  the  low  prices  which 
reflect  the  appreciation  of  gold,  or  by  shipping  the  gold  itself, 
it  mu.st  be  done  in  one  way  or  the  other.  The  principal  pro- 
ducing this  large  amount  of  interest  will  also  be  increased  in 
the  same  unju.st  manner. 

American  stocks  held  by  Europe  will  decline  in  their  gold 
prices,  but  not  in  value  from  that  cause,  except  as  affected 
by  the  stagnation  of  business  caused  by  a greatly  appreciated 
standard  of  value.  If,  however,  the  properties  represented  by 
the  stocks  arc  incumbered  with  obligations  created  before  or 
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during  the  rise  in  gold,  the  stocks  will  be  affected  in  the  same 
manner  as  other  properties,  subject  to  incumbrances  created 
before  or  during  the  rise. 

But  our  obligations  are  not  all  held  in  Europe.  The 
United  States,  State,  county,  corporate  (public  and  private)  and 
individual  indebtedness  of  this  country  by  bonds,  mortgages, 
etc.,  amounts,  approximately,  to  the  sum  of  fifteen  thou.sand 
millions.  This  includes  the  indebtedness  held  abroad.  A 
large  portion  of  the  whole  amount  was  contracted  before  the 
rise  in  gold  and  is,  therefore,  affected  to  the  full  extent  of  the 
rise.  Another  large  portion  was  renewed  during  the  rise,  and 
the  debtors  as  to  that  portion  have,  therefore,  felt  the  full  extent 
of  the  rise,  while  the  remainder  was  originally  contracted  dur- 
ing the  rise  and  will,  therefore,  be  only  proportionately  affected 
by  it.  If  the  full  effect  of  the  rise  had  extended  to  the  whole 
amount  it  would  increase  the  burden  of  principal  by  nine  thou- 
sand millions  of  dollars  each  of  the  value  of  the  gold  dollar  of 
1873  and  of  the  interest — a.ssuming  five  per  cent,  as  the  av'er- 
age  rate — by  four  hundred  and  fifty  millions  of  dollars  annually, 
each  of  the  value  of  the  same  gold  dollar. 

The  whole  amount  of  this  unjust  annual  burden  is  added 
to  unfavorable  balances  of  foreiern  trade  and  reduces  or  extin- 
guishes  favorable  balances. 

The  payment  of  the  interest  and  at  maturity  of  the  prin- 
cipal of  this  vast  sum,  under  a stable  standard  of  value,  is  a 
heavy  tax  upon  the  industries  of  the  country  upon  which  it  is 
a charge  ; but  when  this  tax  is  unju.stly  increased  to  the  extent 
of  the  rise  in  the  value  of  gold,  since  the  re.spective  periods  of 
the  creations  of  the  various  obligations,  business  stagnates, 
debtors  and  a large  part  of  the  people  are  impoverished,  and 
many  are  crushed  under  the  accumulating  burden. 

The  effects  of  this  condition  of  affairs  will  also  be  eventu- 
ally felt  by  the  creditor  class,  for  with  the  impoverishment  of 
the  debtor  class,  stagnation  of  busine.ss  and  checking  of  new 
enterprises,  money  will  be  in  less  demand  for  loans,  interest 
will  be  lowered  and  principal  sums  will  be  endangered. 
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We  have  had  in  this  country  sev^eral  examples  of  the 
effect  of  raising  the  standard  of  value  by  an  appreciation  of  the 
currency,  but  it  will  be  sufficient  to  refer  to  the  most  recent 
one,  when  the  greenback  dollar  was  brought  to  par  with  the 
gold  dollar. 

The  financial  depression,  which  commenced  in  1873, 
continued  for  .six  years.  The  panic,  which  inaugurated  this 
period  of  financial  depression,  was  directly  caused  by  the 
shock  to  public  confidence  at  a time  of  great  expansion  of 
credit.  This  expansion  of  credit  was  the  natural  result  of  the 
rise  in  prices,  activity  of  business,  wild  speculation,  and  exces- 
sive production  which  followed,  as  effect  from  cause,  the  rapid 
depreciation  of  the  standard  currency.  The  ruinous  effects  of 
the  panic  and  of  the  causes  which  produced  it  were  not,  how- 
ever, solely  re.sponsible  for  the  long  continuance  of  the  depres- 
sion. The  greenback  dollar,  which,  at  its  lowest  point,  was 
worth  less  than  fifty  cents  in  gold,  had  been  gradually  appre- 
ciating, as  a result  of  growing  confidence  in  its  ultimate 
redemption  in  gold.  In  1875,  the  Resumption  Act,  which 
made  the  greenback  dollar  equal  to  the  gold  dollar,  before  the 
time  fixed  for  resumption — January,  1879 — was  approved. 
While  it  is  likely  that  the  sharp  appreciation  of  the  greenback 
was  a factor  in  causing  the  panic,  by  increasing  the  burden  of 
indebtedness  incurred  in  the  depreciated  currency,  there  is  no 
doubt  that  this  appreciation  had  the  effect  of  prolonging  and 
aggravating  the  evils  of  the  financial  depression.  The  process 
of  readjusting  prices  to  the  new  standard  of  value  was 
extremely  severe  upon  the  debtor  class.  Mortgages  created,  for 
instance,  when  the  standard  dollar — the  greenback — was 
worth  forty  or  fifty  cents  in  gold,  were  required  to  be  paid  in 
the  same  currency  when  it  had  become  nearly  or  quite  equiva- 
lent to  gold.  A property  mortgaged  to  half  its  value  in 
greenbacks,  when  the  currency  was  depreciated  to  half  the 
value  of  gold,  was  worth  no  more  than  the  mortgage  after  the 
greenback  had  become  equal  to  gold.  Unfortunate  mort- 
gagors, with  insufficient  resources,  had  their  properties  swept 
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away.  Sheriffs  sales  of  real  e.state  increa.sed  five  or  si.\  fold 
during  the  years  1876  to  1878 — from  three  to  five  years  after 
the  panic — showing  that  the  debtors  had  struggled  against 
their  fate  as  long  as  possible.  Failures  during  the  whole 
period  of  the  depression  varied  very  little  in  number.  The 
appreciation  of  the  currency  in  this  instance  was  very  sharp — 
one  hundred  and  fifty  per  cent,  in  about  ten  years — and  the 
financial  distre.ss  was  proportionately  great. 

There  is  one  feature  in  the  present  rise  in  the  value  of 
gold  which  distinguishes  it  from  the  rise  in  the  value  of  the 
greenback.  The  latter  had  a limit  to  its  rise  in  the  value  of 
the  gold  dollar  at  a time  when  gold  had  risen  very  little  in 
value,  and  the  effects  of  the  rise  had  not  begun  to  be  seriously 
felt.  It  is  impossible  to  foresee  the  limit  of  the  present  rise  in 
the  v'alue  of  gold.  In  one  case  we  knew  that  the  evil  effects 
of  a rising  standard  of  value  must  end,  in  the  other  it  is 
uncertain  when  they  will  end. 

The  burden  of  taxation  is  also  increased  by  the  apprecia- 
tion of  gold.  Justice  would  require  that  taxes  should  fall  with 
the  general  fall  of  prices.  Public  expenditures,  however,  are 
very  extravagant  under  all  circumstances,  and  while  the  ability 
of  many  tax-payers  to  pay  is  greatly  curtailed  by  the  rise  in 
gold,  the  annual  tax  bill  rarely  decrea.ses  in  amount. 

An  appreciating  currency,  while  it  has  a tendency  to 
check  the  new  enterprises  and  the  extension  of  those  exi.sting, 
and  thus  causes  stagnation,  does  not  cause  a total  paralysis  of 
business.  The  wants  of  the  civilized  world  must  be  supplied 
at  all  times,  but  the  capacity  to  purchase  will  be  materially 
reduced  when  the  debtor  class  is  crippled  by  the  evils  of  an 
appreciated  currency,  and  stagnation  of  business  curtails  the 
employment  of  labor.  Until  these  evils  become  very  marked, 
however,  there  may  be  even  seasons  of  prosperity  in  business, 
under  other  favorable  conditions,  as  well  as  of  adversity,  during 
the  appreciation.  The  appreciation  being  gradual,  its  effects 
are  not  felt  to  their  utmost  extent  until  years  after  its  inception  ; 
meanwhile  there  is  a continuance  of  business  to  supply  a greatly 
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reduced  demand  at  greatly  reduced  prices,  which,  as  before 
stated,  consists  principally  of  short  time  transactions,  and  in 
which  the  rise  in  prices  may  amount  to  as  much  as  twenty-five 
per  cent,  within  a few  months,  under  the  operation  of  the  law 
of  supply  and  demand — neutralizing  and  overcoming  the  slight 
fall  due  to  the  appreciation  of  the  currency  during  that  period. 
Thus,  the  stimulus  given  to  business  by  the  depreciation  of 
the  greenback,  continued  long  after  it  had  begun  to  appreciate, 
while,  as  stated,  some  of  the  worst  effects  of  the  appreciation 
were  not  felt  until  some  years  after  the  panic  of  1873. 

Financial  depressions,  other  than  those  accompanied  by 
the  readjustment  of  prices  to  a higher  standard  of  value,  of 
which  we  have  had  a number,  are  usually  of  short  duration. 
In  the  present  one,  we  are  feeling  the  effects  of  an  appreciating 
standard  of  value,  and  therefore  substantial  prosperity  cannot 
be  expected  until  the  previous  standard  of  value  shall  be 
restored,  and  rendered  stable  ; or  until  the  present  standard  of 
value  shall  become  stable  at  the  level  to  which  it  has  attained, 
and  the  financial  wrecks  caused  by  the  rise  have  been  cleared 
away. 

An  appreciating  standard  of  value  works  injustice  in  the 
same  manner  as  changes  in  the  standard  of  weights  and  meas- 
ures, which  affect  pending  contracts.  A false  standard  of 
value  is  as  reprehensible  as  a false  standard  of  weights  or 
measures.  The  only  difference  is  that  the  injustice  in  the  one 
case  can  be  at  once  detected,  in  the  other  not  so  easily. 

Another  evil  growing  out  of  the  appreciation  of  gold  and 
decline  in  silver,  and  the  consequent  great  divergence  between 
the  coinage  and  commercial  values  of  those  metals  is,  that 
silver,  instead  of  serving  as  a currency  of  redemption,  will  itself 
require  support  to  the  extent  of  such  divergence,  thus  casting 
an  additional  burden  upon  gold,  and  creating  an  additional 
demand  for  it,  while  silver,  if  the  present  course  continues, 
will  become  more  and  more  discredited,  until  of  necessity  it 
will*be  eventually  discarded  in  all  countries  as  a currency  of 
redemption.  This  has  already  taken  place  in  this  country, 
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where  siK^er  must  be  supported  by  the  government,  in  the  same 
manner  as  paper  ; and  if  the  gold  monometallists  have  their 
way,  four  thousand  millions  of  silver  currency  will  disappear 
and  nearly  its  whole  value  be  destroyed,  and  all  the  silv'er  of 
the  world  will  be  reduced  to  a small  fraction  of  its  former 
value.  The  .stability  of  the  currency  of  the  world  will  then 
depend  upon  a basis  of  four  thousand  millions  of  gold,  instead 
of  double  that  quantity  of  the  two  metals.  The  insufficiency 
of  this  support  is  apparent,  and  we  are  now  feeling  the  effects 
of  it  in  the  government’s  scramble  for  gold  to  maintain  the  gold 
basis.  With  the  greenbacks  redeemed,  the  silver  would 
remain,  and  with  this  removed,  the  burden  woukl  merely  be 
shifted  to  the  banks.  This  deficiency  in  the  quantity  of  gold, 
to  serv^e  as  a basis  of  the  currency  of  gold  and  double  .standard 
countries,  as  well  as  the  appreciation  of  gold  as  a standard  of 
value,  may  have  the  effect  of  forcing  a rc.storation  of  the  former 
standard. 

The  evils  of  an  appreciating  .standard  of  value,  and  of  an 
insufficiency  of  standard  money,  are  apparent.  The  problem 
is  to  devise  a satisfactory  remedy. 

Justice  would  seem  to  require  the  restoration  of  the 
standard,  as  it  existed  prior  to  the  appreciation,  and  at  the 
same  time,  the  e.stablishmeiit  of  all  the  currency  on  a sound 
basis  by  providing  a sufficient  volume  of  standard  money  for 
purposes  of  redemption. 

Lowering  the  standard  would  cause  more  or  less  injury 
to  the  creditor  class,  though  in  many  cases  they  would  only 
be  deprived  of  unjust  gains,  while  the  debtors  in  those  cases 
would  be  saved  from  unjust  lo.sses.  But,  unlike  the  case  of  the 
appreciation  of  the  standard,  there  would  be  some  compensa- 
tion. A great  burden  would  be  lifted  from  the  shoulders  of  the 
debtors,who  are  usually  least  able  to  bear  it ; business  would 
revive,  money  would  be  in  demand,  property  would  adv^ance  not 
merely  in  price,  by  reason  of  the  depreciated  standard,  but  in 
value  by  reason  of  business  activity,  labor  would  be  employed, 
and  an  era  of  general  prosperity  would  be  inaugurated.  All 
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these  benefits  would  be  shared  by  the  wliole  people,  including 
the  creditor  class. 

In  order  to  restore  silver,  it  will  be  necessary  to  create 
such  increased  demand  for  it,  and  such  diminished  demand  for 
gold,  as  to  make  their  relative  values  as  nearly  as  possible  the 
same  as  they  were  at  the  period  of  divergcaice. 

It  has  been  suggested  that  a demand  be  created  for  silver 
by  providing  that  all  notes  or  certificates  of  small  denomina- 
tions issued  by  our  government  as  currency,  should  be  based 
on  silver.  This  would  create  a limited  demand  for  the  metal, 
but  the  silver  required  for  this  purpo.se  would  be  supplied  from 
the  stock  on  hand.  It  would  create  little  or  no  demand  for 
new  silver,  nor  would  the  new  currency  take  the  place  of  gold 
to  a sufficient  extent  to  materially  lessen  the  demand  for  that 
metal.  The  gold  standard  at  its  present  or  increasing  value 
would  continue. 

An  international  agreement  in  behalf  of  silver  has  often 
been  proposed,  and  there  have  been  several  international  con- 
ferences on  the  subject,  but  with  no  result,  except  to  show  the 
tenacity  with  which  England  and  Germany  adhere  to  their 
gold  standards.  While  the  discontent  and  clamor  caused  by 
appreciating  gold,  and  the  study  of  monetary  questions,  lead 
to  the  belief  that  some  plan  of  relief  may  be  devised  by  the 
next  conference,  it  is  likely  that  it  will  result  in  nothing  more 
than  a somewhat  enlarged  use  of  silver,  but  not  as  standard 
money.  This  would  have  very  little  more  effect  on  the  values 
of  the  two  metals  than  the  use  of  silver  by  this  country  as  a 
basis  for  its  small  denominations  of  notes  and  certificates. 

It  is  not  probable  that  any  conference  will  agree  to  the 
free  coinage  of  both  gold  and  silver  at  a fi.xed  ratio,  unless 
forced  by  the  distress  and  clamor  of  the  people. 

The  outcome  of  any  international  conference  is  too  uncer- 
tain to  control  the  action  of  our  government.  It  is  her  duty 
to  get  rid  of  the  present  false  standard  of  value  as  soon  as 
possible,  and  the  only  method  of  accomplishing  this  result 
would  be  to  provide  for  the  free  coinage  of  silver,  at  a ratio  of 
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value  to  be  determined.  The  free  coinage  of  silver  by  this 
country  would  advance  its  value  and  depress  that  of  gold,  and 
in  order  to  get  a general  idea  of  the  amounts  of  such  advance 
and  depression,  let  us  see  what  would  be  the  effects  of  such 
coinage  at  different  ratios  of  value. 

And  first  let  us  see,  what  would  be  the  effect  of  the  free 
coinage  of  silver  at  the  ratio  of  sixteen  to  one  : 

We  have  now,  in  round  numbers,  twelve  hundred  millions 
of  gold  and  silv'er,  including  the  uncoined  silv'er  bullion  pur- 
chased under  the  Sherman  Act,  and  which  is  represented  by 
Treasury  notes.  All  of  this  has  an  exchangeable  value  etpiiva- 
lent  to  gold  at  its  present  value.  As  gold  has  advanced  sixty 
per  cent,  in  value,  a dollar  of  the  value  of  sixty-two  and  one- 
half  cents,  measured  by  the  present  gold  standard,  would  be 
the  value  of  the  gold  dollar  before  the  rise.  The  question  then 
is  whether  the  free  coinage  of  silver  at  si.xteen  to  one  would 
give  us  a silver  dollar  of  that  value. 

Now,  as  previously  stated,  it  is  a well  settled  law  of  cur- 
rency that  when  a depreciated  standard  of  value  is  substituted 
for  one  of  greater  value — as  would  be  the  case  if  a dollar  of  the 
value  of  the  gold  dollar,  before  the  ri.se,  should  be  substituted 
for  the  present  gold  dollar — the  whole  volume  of  the  depre- 
ciated currency  must  be  equal  in  value  to  the  volume  ot  cur- 
rency for  which  it  is  substituted,  the  volume  of  business 
remaining  unchanged.  This  is  caused  by  a rise  in  prices  cor- 
responding to  the  amount  of  depreciation  of  the  standard,  due 
to  the  fact  that  all  money  exchanges  are  exchanges  of  equal 
value.  The  adoption  of  free  coinage  of  silver,  at  six.teen  to 
one,  would  drive  out  of  circulation  the  six  hundred  millions 
of  gold,  and  if  the  new  currency  volume  is  to  have  the  same 
proportion  of  .specie  to  paper,  as  the  present,  ,si.x  hundred 
millions  of  silver  must  be  substituted  for  the  gold  di.splaced, 
and  in  order  to  make  the  new  volume  of  silver  currency  equal 
in  value  to  the  present  volume  of  gold  and  silver  currency 
upon  the  assumption  that  the  new  silver  dollar  will  be  equal  in 
value  to  the  gold  dollar  before  the  rise  it  would  reejuire  seven 
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hundred  and  twenty  millions  of  silver  in  addition,  or  a total  o 
thirteen  hundred  and  twenty  millions  of  new  silver.  All  of  this 
would  have  to  be  supplied  from  the  present  stock  on  hand,  as 
the  annual  output  would  not  be  nearly  siifhcient  to  meet  the 
annual  demand  for  coinage  and  the  arts,  enlarged  as  that 
demand  would  be  by  the  necessity  of  constantly  augmenting 
this  large  volume  of  silver,  to  meet  the  constantly  growing 
demand  of  business.  The  question  then  would  be ; What 
would  be  the  rise  in  the  value  of  silver,  with  a demand  for  five 
thousand  three  humlred  and  twenty  millions,  with  only  four 
thousand  millions  on  hand  to  supply  the  demand  ? According 
to  the  rule  which  prevails  in  the  cases  of  other  commodities, 
each  dollar  of  the  four  thousand  millions  of  silver — supposing 
the  total  to  be  reduced  to  dollars — would  rise  in  value  to  such 
extent  as  to  make  the  four  thousand  millions,  at  the  new  value 
of  silver,  equal  to  fifty-three  hundred  and  twenty  millions  at 
the  old  value.  In  other  words,  there  would  be  a rise  of  thirty- 
three  per  cent,  in  the  value  of  silver.  If  the  silver  dollar  is 
now  worth  fifty  cents,  measured  by  the  present  gold  standard, 
it  would  be  worth  sixty-si.x  and  one-half  cents,  measured  by 
the  same  standard.  Thus  the  new  silver  dollar  would  be  worth 
four  cents  more  than  the  gold  dollar  before  the  rise.  Slightly 
less  siK^er  than  stated  would,  therefore,  be  required  to  make  the 
new  volume  of  silver  currency  equal  in  value  to  the  old  volume 
of  gold  and  silver,  and  the  new  silver  dollar  equal  to  the  gold 
dollar  before  the  rise,  which  would  slightly  reduce  the  value 
of  the  silver  dollar.  The  precise  amount  could  be  determined, 
but  exact  accuracy  is  not  required.  The  paper  ])ortion  of  the 
currency  would  also  have  to  be  enlarged,  to  make  its  value 
equal  to  the  old  volume — the  value  of  the  paper  dollar  being 
reduced  to  the  value  of  the  new  silver  dollar,  into  which  it 
would  be  convertible. 

The  demand  for  silver,  on  the  adoption  of  free  coinage  at 
sixteen  to  one,  is  predicated  on  the  a.ssumption  of  no  change  in 
the  volume  of  business.  A depreciation  of  the  standard  would, 
however,  give  a stimulus  to  business  which  would  require  a 
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corresponding  increase  in  the  demand  for  silver,  still  further 
enhancing  its  value. 

Take  next  the  case  of  the  free  coinage  of  silver  at  twenty 
to  one  ; 

With  silver  worth  fifty  cents  in  gold  at  the  present  coin- 
age ratio,  the  new  silver  dollar,  coined  at  twenty  to  one,  would 
at  once  be  worth  sixty-two  and  one-half  cents,  measured  in 
gold  of  the  present  value.  In  order  to  form  some  idea  of  the 
quantity  of  the  volume  of  silver  currency  coined  at  twenty  to 
one,  which  would  be  required  to  make  its  value  equal  to  the 
present  volume  of  gold  and  silver  currency,  let  us  suppose 
that  the  new  silver  dollar  would  be  worth  eighty  cents  at  the 
pre.sent  gold  .standard.  Fifteen  hundred  millions  of  the  new 
silver  dollars,  worth  eighty  cents  each,  measured  by  the  pres- 
ent gold  standard,  would  be  equivalent  to  the  present  value  of 
the  gold  and  silver  portion  of  our  currency.  Recoinage  of 
the  Bland  dollars  now  in  exi.stence,  and  coinage  of  the  .silver 
bullion  purchased  under  the  Sherman  Act,  would  furnish  four 
hundred  and  eighty  millions  of  the  new  silver  dollars,  leaving 
ten  hundred  and  twenty  millions  of  the  same  character  of 
dollars,  equivalent  in  value  to  twelve  hundred  and  seventy- 
five  millions  of  Bland  dollars,  to  be  supplied  from  new  .silver. 
This  would  raise  the  value  of  silver  31  per  cent.,  accord- 

in"  to  the  rule  mentioned,  and  make  the  new  silver  dollar 
worth  a fraction  over  eighty-two  cents,  measured  by  the  present 
gold  standard.  In  the  present  case,  as  in  the  other,  slightly 
less  silver  than  stated  would  be  required  to  make  the  new 
volume  of  silver  currency  equal  in  value  to  the  old  volume  of 
gold  and  silver,  which  would  slightly  reduce  the  value  of  the 
new  silver  dollar.  On  the  other  hand,  the  stimulus  given  to 
business  by  the  depreciated  standard,  would  probably  en- 
hance the  value  of  silver  more  than  sufficient  to  offset  this 
reduction. 

In  these  calculations  it  is  assumed  that  the  new  volume 
of  currency  shall  have  the  same  proportion  of  specie  to  paper 
as  the  old.  This  is  somewhat  large,  owing  to  the  makeshift 
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policy  adopted  in  the  passage  of  the  Bland  and  Sherman  Acts, 
for  the  purpose  of  sustaining  the  value  of  silver  for  political 
reasons.  There  is,  however,  no  reason  why,  if  our  govern- 
ment be  obliged  to  undertake  the  rehabilitation  of  silver  single 
handed,  she  should  not  retain  the  former  proportion  of  specie 
to  paper. 

To  increase  annually  the  volume  of  silver  currency  coined 
at  sixteen  to  one,  at  the  rate  prevailing  from  i860  to  1890, 
for  the  whole  volume  of  currency,  would  require  five  per  cent, 
on  nineteen  hundred  and  twenty  millions,  or  ninety-six  mil- 
lions, which  would  require  to  be  increased  annually  at  the 
compound  rate  while  the  volume  coined  at  twenty  to  one 
would  require  seventy-five  millions  of  the  new  silver  dollars — 
equivalent  to  niney-three  millions  seven  hundred  and  fifty 
thou.sand  of  the  Bland  dollars,  also  increasing  annually. 
With  the  annual  demand  for  the  arts,  and  for  coinage  of  other 
nations,  and  the  subsidiary  coinage  of  our  own,  there  would 
be  no  danger  of  the  further  depreciation  of  silver  from  over- 
production, if  no  other  nations  joined  us  in  the  effort  to  restore 
silver,  which  it  is  probable  they  would. 

Taking  into  consideration  the  enhancement  of  the  value 
of  silver  by  the  adoption  of  free  coinage,  and  the  increased 
demand  from  increased  business,  it  is  probable  that  the  silver 
ilollar  under  free  coinage  at  sixteen  to  one  would  be  worth  at 
least  seventy  cents,  and  that  under  free  coinage  at  twenty  to 
one  at  least  eighty-five  cents,  measured  by  the  present  gold 
standard.  The  release  of  six  hundred  millions  of  gold  would 
reduce  the  value  of  the  gold  dollar,  in  the  proportion  which 
si.x  hundred  millions  bears  to  four  thousand  millions,  which 
would  reduce  its  value  to  eighty-five  cents,  measured  by  the 
present  value  of  the  gold  dollar,  if  it  should  all  be  thrown 
upon  the  foreign  market.  A portion  would,  however,  be 
required  to  settle  balances  of  trade  with  gold  standard  coun- 
tries, and  to  pay  gold  obligations,  and  therefore  the  reduction 
in  the  value  of  the  gold  dollar  would  be  slightly  less  than 
stated.  The  gold  dollar,  as  reduced,  would  probably  be  about 
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equal  in  value  to  the  new  silver  dollar  coined  at  the  ratio  of 
twenty  to  one,  and  about  twenty  per  cent,  more  valuable  than 
' the  silver  dollar  coined  at  the  ratio  of  sixteen  to  one. 

^ The  adoption  of  free  coinage  at  twenty  to  one  would 

require  the  retirement  of  the  present  silver  currency.  There 
* ' would  be  some  loss  to  the  government  in  the  transaction, 

though  probably  not  much  more  than  the  profit  realized  in  the 
coinage  of  the  Bland  dollars. 

o 

It  is,  however,  the  duty  of  the  government  to  provide  an 
honest  standard  of  value,  as  much  so  as  it  is  the  duty  of 
governments  generally  to  provide  honest  standards  of  weights 
and  measures.  If  this  object  can  be  attained  and  a profit  at 
the  same  time  be  derived  for  the  government  in  the  transaction, 
she  is  entitled  to  it.  But  the  profit  is  a secondary  considera- 
^ tion  ; an  honest  standard  of  value  the  first.  If  our  government 

should  discover  that  it  has  erred  in  the  treatment  of  silv'Cr,  it 
should  hasten  to  retrace  its  steps  whatever  the  cost.  The 
people  are  entitled  to,  and  sooner  or  later  will  have,  an  honest 
standard  of  value,  and  they  pay  the  cost. 

By  depreciation  is  not  meant  that  the  new  standard  will 
be  a debased  one.  With  free  coinage  of  silver  at  sixteen  to 
one,  the  silver  dollar  will  be  more  valuable  than  the  gold  dol- 
lar of  1873.  It  is  not  the  case  of  the  replacing  of  an  honest 
standard  by  a dishonest  one,  as  in  the  case  of  the  greenback 
currency,  but  the  reverse.  Still  the  new  standard  will  be  depre- 
^ dated  as  compared  with  the  present  one. 

The  best  method,  therefore,  to  get  rid  of  our  present  false 
standard  of  value,  if  this  country  alone  must  undertake  the  work, 
is  to  adopt  the  free  coinage  of  silver  either  at  the  ratio  of  sixteen 
to  one,  or  possibly  at  some  ratio  slightly  greater.  An  inter- 
national agreement,  between  the  greater  portion  of  the  principal 
nations,  for  the  free  coinage  of  both  gold  and  silver  at  a fixed 
ratio,  would  obviate  the  necessity  of  such  action  on  the  part  of 
our  government,  but  an  international  agreement  of  this  character 
^ is  only  a possibility. 

^ A change  in  the  standard  of  value  is  always  attended  with 
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more  or  less  financial  disturbance.  In  this  case  too  the  mint 
capacity  would  be  insufficient.  This  objection,  however,  could 
be  obviated  by  the  issue  ot  Treasury  notes  against  deposits  of  >■ 

silver  bullion.  The  sudden  demand  for  so  large  a quantity  of  ' 

silver  would  temporarily  enhance  its  value  beyond  the  point 
named,  and  cause  temporary  fluctuation.  These  incon- 
veniences would  be  unavoidable,  but  they  would  be  small 
compared  with  the  burden  under  which  the  country  is  now 
struggling,  and  must  be  submitted  to  in  order  to  obtain  relief. 

Let  the  blame  rest  where  it  belongs,  upon  the  heads  of  those 
who  are  responsible  for  the  demonetization  of  silver.  In  1862, 
a change  was  made  from  the  gold  to  the  lower  greenback 
■Standard,  without  serious  financial  disturbance. 

In  applying  to  gold  and  silver,  for  the  purpose  of  deter- 
mining their  values  under  the  law  of  supply  and  demand,  the  t 

same  rule  that  is  applied  to  other  commodities,  it  is  not  pre- 
tended that  we  can  determine  by  this  rule  with  absolute  accu- 
racy the  value  of  commodities,  in  the  cases  of  an  excessive  or 
deficient  supply  ; but  it  is  the  best  that  has  been  suggested  and 
is  generally  accepted  by  writers  on  Political  Economy.  There 
is  also  more  or  less  speculation  in  the.se  cases  causing  corre- 
.sponding  fluctuations  in  prices. 

The  theory  that  with  the  same  exchanges  the  value  of 
the  volume  of  circulation  will  remain  the  same  whatever  be  the 
value  of  the  gold  or  silver  on  which  it  is  based,  furnishes  another 
reliable  test  for  determining  the  question  of  the  fall  of  silver.  If 
as  the  enemies  of  that  metal  assert  silver  has  fallen  in  value 
one-half,  then  the  .silver  circulation  of  every  silver  standard 
country  mu.st  be  doubled  in  order  to  effect  the  former 
exchanges  and  prices  must  also  be  doubled.  This  would  be 
required  though  the  volume  of  business  remained  the  same. 

If  in  any  silver  standard  country  the  volume  of  busine.ss  had 
doubled  between  1874  and  1894  then  the  silver  circulation 
would  have  to  be  doubled,  though  silver  had  remained  of  the 
same  value.  If  silver  has  fallen  to  half  its  former  value,  then 

the  silver  circulation  of  1874  would,  in  the  ca.se  supposed,  have 

• 
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to  be  quadrupled  in  1 894.  A less  or  greater  ratio  of  increase 
in  business  would  require  a correspondingly  less  or  greater 

* ratio  of  increase  of  silver  circulation.  It  is  assumed  that  the 

^ proportion  of  silver  circulation  to  paper  in  1874  shall  continue. 

Now  there  is  no  evidence  either  of  any  material  increase  of 

• circulation,  other  than  that  required  by  the  increase  of  the  vol- 
umes of  busine.ss,  or  advance  in  prices  in  silver  standard  coun- 
tries, except  where  gold  values  arc  measured  by  the  .silver 
standard,  and  the  advance  in  silver  prices  in  those  ca.ses  is 
accounted  for  by  the  rise  in  gold.  Additional  proof  is,  there- 
fore, furnished  by  this  test  that  silver  has  not  materially 
declined,  but  that  gold  has  risen  in  value. 

To  avoid  being  misunderstood  I will  give  more  fully  the 
reason  of  the  economic  law  that  with  the  same  exchanges  the 
volume  of  currency  used  in  making  them  will  be  of  the  same 
value  whatever  be  the  value  of  the  currency  unit  in  any  vol- 
ume of  currency.  The  currency  unit  in  the  United  States  is 
the  dollar.  The  reason  of  this  law  is,  as  previously  stated, 
that  all  purchases  and  sales  are  exchanges  of  equal  value.  To 
take  an  example,  reduce  the  value  of  the  currency  unit  one- 
half  and  the  volume  of  currency  must  be  doubled  in  order 
that  the  exchanges  may  be  made  on  the  basis  of  equal  values. 
Double  the  value  of  the  currency  unit  and  the  volume  of  cur- 
rency must  be  reduced  one-half  for  the  same  reason.  In  both 
cases  the  values  of  the  volumes  of  currency  will  be  the  same, 
^ as  they  will  be  whatever  changes  occur  in  the  values  of  the 

currency  units,  including  the  gold  and  .silver  units  where  the 
currencies  are  based  on  those  metals.  This  law  applies  only 
to  the  circulating  portion  of  the  currency  and,  therefore,  in 
order  that  the  results  of  comparisons  of  different  currency  vol- 
umes shall  be  accurate  the  reserve  in  each  case  should  bear 
the  .same  proportion  to  the  circulating  portion. 

It  remains  to  notice  some  of  the  objections  to  the  change 
of  the  pre.sent  gold  .standard,  and  the  adoption  of  cither  a single 
silver  standard  or  of  bimetallism. 

" One  reason  given  for  the  continuation  of  the  gold  stand- 
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arc!  is,  that  it  is  the  standard  of  the  civilized  world.  But  it  has 
not  always  been  so,  and  would  not  be  so  now,  but  for  the 
demonetization  of  silver  by  Germany,  and  she  was  actuated  by 
mercenary  motives  in  the  course  she  pursued.  The  discrimi- 
nation against  silver  and  in  favor  of  gold,  thus  inaugurated,  is 
responsible  for  the  present  status  of  both  metals.  Had  the 
discrimination  been  the  other  way,  the  result  would  have  been 
the  opposite,  as  it  would  have  been  had  Holland,  which  demo- 
netized gold  in  consequence  of  the  large  output  of  California 
and  Australia,  been  followed  by  any  of  the  principal  nations. 
The  present  agitation  in  Germany,  England  and  France  indi- 
cates also  that  the  people  of  those  countries  are  beginning  to 
realize  that  a great  mistake  has  been  made. 

Besides,  the  course  of  civilized  nations  furnishes  no  justi- 
fication or  excuse  for  the  falsehood  that  the  present  gold  coin, 
with  a certain  .stamp,  is  the  .same  as  the  gold  coin  of  1873, 
having  the  same  stamp,  or  for  the  maintance  of  a false  stand- 
ard of  value.  This  objection,  therefore,  has  no  weight. 

It  is  said  also  that  exchange  will  advance  and  fluctuate  in 
price  if  we  should  come  to  a silver  basis,  and  thus  hamper 
business  transactions  between  this  and  gold  standard  countries. 
Exchange  will,  of  course,  advance,  if  our  standard  should  be 
le.ss  valuable  than  that  of  the  gold  standard  countries  on  which 
it  is  drawn,  for  the  reason  that  in  such  transactions  gold  values 
would  be  measured  by  our  standard.  The  premium  on  bills 
of  exchange  drawn  here  would  represent  the  difference  in  value 
between  the  two  standards,  except  as  slightly  varied  by  the 
state  of  the  debtor  and  creditor  account  between  the  two  coun- 
tries. The  purchase  and  sale  of  exchange  would  present, 
however,  a simple  question  of  arithmetic,  no  greater  than  that 
which  arises  in  dealings  between  two  countries  haviqg  differ- 
ent measures  of  quantity  and  weight.  Goods  bought  with 
exchange  on  a gold  standard  country  and,  therefore,  equiva- 
lent to  gold,  on  arrival  in  this  country  would  be  measured  by 
our  standard,  and  vice  versa.  While  the  greenbacks  con.sti- 
tuted  our  standard  exchange  varied  with  the  greenback  price 
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of  gold,  and  was  constantly  fluctuating  with  the  credit  of  the 
government,  but  this  was  no  more  than  happened  in  our 
domestic  trade.  With  a silver  basis  e.stablished  so  as  to 
requiie  the  use  of  all  the  silver  in  e.xistence  and  the  annual 
output  as  produced,  there  is  no  reason  why  silver  and,  of 
course,  exchange  should  fluctuate  in  value  more  than  gold. 
In  fact,  the  present  fluctuation  in  the  value  of  exchange 
between  silver  and  gold  standard  countries  is  caused  more  b)’ 
the  rise  in  gold  than  by  the  fall  in  silver. 

Another  objection  is  that  made  to  the  double  standard, 
on  the  ground  that  gold  and  silver,  and  e.specially  silver, 
fluctuate  in  value  to  such  an  extent  as  to  cause  continual 
trouble  in  keeping  the  two  metals  circulating  on  a parity  at  a 
fi.xed  ratio.  But,  as  has  been  shown,  silver  fluctuates  because 
of  the  treatment  which  it  has  received,  and  the  fluctuation 

would  be  no  more  than  that  of  gold  if  restored  to  its  former 
position  in  the  currency. 

In  1687  the  commercial  ratio  of  value  between  gold  and 
silver  w^as  as  one  to  14.94,  and  from  that  period  down  to  1873 
this  ratio  was  never  greater  than  one  to  16.17,  nor  less  than 
one  to  14.15 — fluctuating  between  the.se  two  ratios  for  one 
hundred  and  eighty-six  years,  though  the  two  metals  w'ere 
being  produced  in  great  quantities  during  that  period,  and 
their  products  varied  greatly  in  value,  according  to  the  above 
ratios.  This  stability  was  caused  principally  by  the  demand 
for  both  metals  for  currency. 

It  might  be  necessary  to  readjust  the  ratio  from  time  to 
time,  as  has  frequently  been  done,  but  this  is  an  inconvenience 
which  must  be  borne  in  order  to  have  a sufficient  volume  of 
currency  for  the  demands  of  business,  and  a standard  of  value 
as  stable  as  possible.  It  is  admitted  that  a .single  standard 
would  be  preferable  if  there  w'cre  sufficient  of  either  metal  to 
serve  as  the  basis  of  the  currency  of  the  w-orld  ; but  there  is 
not  enough  of  either.  We  must,  therefore,  have  double 
standards,  or  nations  must  divide  off,  some  using  silver  and 
others  gold,  in  such  manner  as  to  create  a demand  for  all  the 
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products  of  both  metals.  They  would  both  fluctuate  slightly 
in  v'alue,  as  they  hav’e  always  done,  and  always  will  do,  but 
it  could  not  be  detected  unless  the  fluctuation  should 

•4 

become  so  great  as  to  materially  affect  prices.  If  this  country 
had  a silver  .standard  one  material  benefit  would  be  that  the 
business  and  financial  transactions  between  England  and  our-  ■* 

selves,  and  financial  convulsions  in  that  country  would  not  be 
continually  depriving  us  of  our  gold,  owing  to  the  insufficient 
supply,  and  thus  endangering  the  stability  of  the  currency 
based  upon  it.  At  present  the  government  must  bear  the  bur- 
den of  maintaining  the  gold  standard,  but  she  can  be  relieved 
only  by  shifting  the  burden  to  the  banks  so  long  as  the  present 
gold  standard  is  maintained. 

It  is  further  charged  by  the  gold  monometallists  that  the 
producers  of  silver  advocate  the  free  coinage  of  that  metal  at  / 

.sixteen  to  one  for  the  purpose  of  unloading  their  silver  at  a 
price  far  beyond  its  value.  They  argue  that  the  silver  miner 
wants  to  get  a silver  dollar,  equal  to  a gold  dollar,  for  every 
fifty  cents  worth  of  silver  deposited  at  the  mint.  Now, 
every  one  having  the  slightest  knowledge  of  the  laws  of  cur- 
rency knows  that  the  free  coinage  of  silver  at  sixteen  to  one 
means  a silver  basis,  and  that  the  silver  dollar  obtained  from 
the  mint  would  have  no  more  value,  in  the  purchase  of  goods, 
than  the  fifty  cents  worth  in  gold  of  the  bullion  given  in 
exchange  for  it,  except  as  its  value  is  increased  by  the  increased 
demand  for  silver  thus  created.  If  a silver  basis  would  cause 

% 

the  ruin  predicted,  the  silver  miner  would  suffer  with 
the  rest,  as  he  would  share  in  the  prosperity  predicted  by 
the  advocates  of  silver.  The  fact  that  the  silver  miner  is  inter- 


ested in  the  rehabilitation  of  silver,  furnishes  no  argument 
against  his  position,  and  no  e.xcuse  for  the  abuse  which  has 
been  heaped  upon  him.  Interest  in  the  subject  matter  fur- 
nishes no  ground  for  rejecting  an  argument  otherwise  sound. 
The  argumentum  ab  hominc  has  ever  been  the  ready  weapon 
of  ignorance  and  injustice. 

Another  reason  advanced  against  the  rehabilitation  of 
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silver  is  that  there  is  gold  enough  in  the  world  and  being 
produced  to  serve  as  a basis  of  its  currency.  The  plain 
answer  to  the  alleged  sufficiency  of  the  present  stock  of  gold 
is,that  all  the  gold  and  silver  currency  of  the  world — four 
thou.sand  millions  of  each — are  n >w  serving  the  purpo.ses  of 
currency,  and  that,  too,  at  the  gold  standard  value  in  the 
principal  nations,  with  no  evidence  of  redundancy  in  periods 
of  business  activdt}'.  Just  now  the  business  depression  in  this 
country  results  in  idle  money,  but  the  revival  of  business  will 
call  it  into  use,  and  the  volume  of  currency  must  be  sufficient 
at  all  times,  tho.se  of  prosperity  as  well  as  those  of  adversity. 

The  capacity  of  the  world  to  absorb  gold  was  shown  in 
the  case  of  the  immense  output  from  California  and  Australia. 
During  the  ten  years,  1851  to  i860,  the  world’s  total  pro- 
duct of  gold  was  thirteen  hundred  and  thirty-three  millions, 
with  a .stock  of  eight  hundred  and  fifty  millions  of  gold  cur- 
rency on  hand  in  1850.  The  annual  product  during  that 
period  was  more  than  fifteen  per  cent,  on  the  amount  of  gold 
currency  in  existence  in  the  same  year.  Fifteen  per  cent,  on 
the  present  amount  of  gold  currency  in  the  world  would 
be  six  hundred  millions.  This  va.st  product — vast  in  propor- 
tion to  the  amount  on  hand — while  it  cau.sed  considerable 
depreciation  of  the  value  of  the  metal,  and  created  some  alarm, 
was  gradually  absorbed  by  the  home  and  foreign  demand 
without  serious  derangement  of  the  world’s  currency. 

The  per  capita  amount  of  currency  at  different  periods  is 
often  cited  as  proof  that  we  have  too  much  currency  at  pres- 
ent. The  respective  volumes  of  currency  in  this  country,  in 
the  years  i860  and  1890,  are  frequently  compared  under  the 
per  capita  rule  to  show  that  we  have  now  an  excess  of  cur- 
rency. In  i860  the  amount  of  currency  /rr  was  between 
thirteen  and  fourteen  dollars  ; in  1890,  about  twenty-five  dol- 
lars. But  the  per  capita  method  of  determining  the  sufficiency 
of  the  volume  of  currency  at  different  periods  is  clearly  unreli- 
able. The  iKses  of  money  are  to  effect  e.xchanges,  form  reserves, 
settle  balances,  and  pay  other  debts.  All  these  uses  involve 


43 


business  transactions.  The  volume  of  business,  therefore, 
determines  the  volume  of  currency.  The  volume  of  business 
depends  upon  the  amount  of  capital  employed,  and  while  , 

capital  does  not  constitute  the  whole  of  wealth,  it  does  consti- 
tute the  greater  portion,  and  always  bears  a comparatively 
uniform  ratio  to  the  amount  of  wealth.  A better  than  the 
per  capita  test,  to  determine  the  sufficiency  or  insufficiency  of 
the  respective  v'olumes  of  currency  at  different  periods  in  the 
same  country,  would,  therefore,  be  a comparison  of  the  respec- 
tive volumes  of  currency  with  the  respective  amounts  of 
national  wealth  at  the  periods  of  comparison. 

In  i860,  our  population  was  thirty  millions,  national 
wealth,  fifteen  thousand  millions  or  five  hundred  dollars  per 
capita  and  volume  of  currency  four  hundred  millions.  In  1890 
our  population  was  sixty-three  millions,  national  wealth  sixty- 
five  thousand  millions  or  over  one  thousand  dollars  per  capita, 
and  volume  of  currency  sixteen  hundred  millions. 

Taking  the  respective  amounts  of  national  wealth  at  those 
periods  as  tests,  we  find  that  the  volume  of  currency,  at  each 
period,  bears  nearly  the  same  proportion  to  the  national  wealth, 
or  about  one  dollar  of  currency  to  ev'ery  ferty  dollars  of 
national  wealth.  It  seems  reasonable  that  a nation  with  wealth 
of  five  hundred  dollars  per  capita,  other  conditions  being  the 
same,  should  require  only  half  as  much  currency  per  capita  as 
the  same  nation  with  wealth  of  one  thousand  dollars  per  capita.  ^ 

Otherwise,  to  take  an  extreme  case,  a nation  of  millionaires 
would  require  no  more  currency  than  a nation  of  paupers. 

The  volumes  of  clearings,  at  different  periods,  would  also  fur- 
nish reliable  tests  of  the  redundancy  or  deficiency  of  the 
volumes  of  currency. 

The  volume  of  currency  wall  of  course  vary  with  a vari- 
ation of  the  amounts  required  for  reseiwe.  In  i860,  the  banks 
held  reserves  for  circulation,  and  there  were  no  government 
reserves.  In  1890,  the  national  banks  held  reserves  for 
deposits,  and  there  were  large  government  reserves.  This 
difference  would  require  a proportionately  larger  amount  of 


currency  in  the  latter  than  in  the  former  year.  A comparison, 
betw'cen  the  rc.spective  volumes  of  currency  in  different  nations, 
is  still  less  reliable  as  a measure  of  ascertaining  the  excess  or 
deficiency  of  the  currency  of  any  nation.  The  v'olume  and 
activity  of  business  are  the  principal  factors  in  determining  the 
volume  of  currency,  though  there  are  other  less  important 
considerations,  such  as  business  methods,  financial  systems, 
the  value  of  labor,  and  other  conditions.  Thus  the  low- 
price  of  labor  and  low-  state  of  business  in  China  are  in  a great 
measure  accountable  for  the  small  volume  of  currency,  propor- 
tionate to  the  population,  in  circulation  in  that  country. 
Another  cause,  for  the  differences  in  volumes  of  currencies  in 
different  nations,  arises  from  the  fact  that  wealthy  nations 
invest  their  accumulations  in  other  countries.  England  is  said 
to  have  fifteen  thousand  million.s — one-third  of  her  national 
wealth — inv^ested  abroad,  and  all  of  this  is  capital,  which  is  the 
portion  of  the  national  w'ealth  requiring,  proportionately,  a 
greater  amount  of  currency.  While  the  evidences  of  title  to 
this  vast  capital,  in  the  shape  of  bonds,  stocks,  etc.,  are  trans- 
ferred in  England,  without  the  use  of  any  currency,  except  the 
comparatively  small  amount  required  to  settle  clearing  house 
balances,  and  for  rare  cash  transactions,  the  currency  to  keep 
this  capital  in  motion  is  supplied  by  the  countries  in  which  it 
is  invested.  This  condition  requires  a proportionately  less 
volume  of  currency  for  England,  and  a proportionately 
greater  volume  for  the  countries  in  which  this  capital  is 
invested. 

There  is  no  proof,  then,  from  this  source  that  we  have  an 
excessive  currency  at  present,  if  there  w'ere  no  business  depres- 
sion. The  volume  of  currency  at  any  period  need  not,  how’- 
ever,  cause  any  anxiety.  Let  the  government  provide  a sound 
currency,  W'ith  sufficient  elasticity  to  expand  and  contract  in 
volume  in  accordance  w'ith  the  demands  of  business,  and  its 
volume  will  be  regulated  automatically,  and  be  distributed 
throughout  the  country  in  accordance  with  business  demands. 

Another  argument  advanced  is,  that  the  modern  substi- 
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tutcs  for  currency,  together  with  rapid  transit,  have  so  lessened 
the  demand  for  it  that  we  need  less  than  formerly.  As  between 
two  countries,  one  using  these  substitutes  and  the  other  not, 
the  latter  would  require  an  immensely  greater  volume  of  cur- 
rency than  the  former,  other  conditions  being  similar.  Hut 
these  substitutes  have  been  in  use  throughout  the  commercial 
world  for  a long  period  and  the  currencj'  now  in  existence  is 
all  req  uired,  in  addition  to  the  substitutes,  in  effecting?  exchan<res 
and  for  business  purposes  generally. 

The  principal  substitutes  for  money  are  checks,  drafts  and 
bills  of  exchange.  By  means  of  bills  of  exchange  in  foreign 
commerce,  drafts  in  domestic  commerce  and  checks  in  local 
trade  and  business,  in  connection  with  the  clearing  house  sys- 
tem, debit  and  credit  items  of  account  are  offset  against  each 
other  so  that  only  the  balances  need  be  paid  in  currency. 
There  is  no  place  in  this  country  where  all  these  substitutes 
are  used  to  a greater  extent  than  the  City  of  New  York,  which 
has  all  the  benefits  of  rapid  transit  in  moving  money,  and 
whose  clearings  in  periods  of  business  activity  exceed  one 
hundred  millions  daily,  with  balances  of  only  five  or  six  per 
cent,  of  the  volume  of  clearings,  while  those  of  smaller  cities, 
such  as  Boston,  Philadelphia  and  Baltimore,  are  from  ten  to 
twenty  per  cent,  of  the  clearings.  Now  compare  the  amount 
of  currency  in  New  York  per  capita  with  the  average  per 
capita  amount  throughout  the  country.  The  Clearing  House 
Banks  in  New  York  alone  held  over  two  hundred  millions  of 
currency  at  the  beginning  of  the  present  financial  depression, 
while  at  a moderate  estimate  there  was  another  hundred  mil- 
lions in  the  other  banks  and  financial  in.stitutions  and  in  use  by 
the  people,  so  that  the  per  capita  amount  of  currency  in  that  city, 
with  a population  of  two  millions,  is  about  one  hundred  and 
fifty  dollars  or  six  times  that  of  the  average  for  the  country  at 
large.  This  proves  three  facts,  that  the  currency  flows  where 
it  is  needed,  that  where  the  substitutes  for  money  are  largest 
in  volume  the  volume  of  currency  is  proportionately  large,  and 
that  the  per  capita  test,  without  considering  the  amount  of 
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wealth  or  volume  and  condition  of  business  in  determining  the 
redundancy  or  deficiency  of  currency,  is  worthless. 

These  substitutes  for  money  are  furnished  by  banks  and 
bankers  and  the  organization  of  new  banks  is,  therefore,  su])- 
[)o.sed  to  lessen  the  demand  for  currency.  But  there  is  no  sec- 
tion t)f  the  country,  e.xcept  where  theanunmt  of  currency  in  cir- 
culation is  comparatively  trifling,  that  has  not  now  the  benefit  of 
banking  facilities.  All  new  banks  must,  therefore,  obtain  their 
business  from  that  of  other  banks  and  the  con.stantly  increas- 
ing busine.ss  of  the  country.  As  banks  are  organized  for 
profit  they  are  established  only  where,  in  the  opinion  of  their 
organizers,  the  demands  of  business  require  them.  The  more 
business,  therefore,  the  more  banks,  and  the  more  business  and 
banks  the  more  currency,  so  that  the  increase  of  banks  and  the 
increase  of  currency  advance  pari  passu. 

The  present  increase  in  the  production  of  gold  is  used  as 
an  argument  to  prove  that  there  will  be  sufficient  gold  to  serve 
as  standard  money  for  the  whole  world,  silver  being  used 
merely  as  subsidiary  currency. 

The  production  of  both  gold  and  silver  has  been  reduced 
to  a regular  business,  and  the  annual  production  of  either  metal 
does  not  generally  vary  in  amount  more  than  in  other  lines  of 
business.  The  e.xceptions  are  the  discoveries  of  what  are  called 
“bonanzas,”  but  these  discoveries  depend  on  the  turn  of  the 
wheel  of  fortune  and  as  the  mineral  sections  of  the  world  have 
been  pretty  thoroughly  e.xplored  are  rare  and  becoming  still 
more  so. 

The  present  increased  product  of  gold  is  due  partly  to 
the  increasing  product  of  the  South  African  mines,  and  partly 
to  the  fact  that  the  enforced  curtailment  of  silver  mining  has 
turned  the  attention  of  silver  miners  to  the  mining  of  gold. 
Gold  has  been  sufficiently  high  for  years  to  stimulate  its  pro- 
duction to  its  full  extent. 

In  1894  the  world’s  gold  product  is  e.stimated  at  one 
hundred  and  eighty-five  millions,  which  had  nev'er  been 
equaled.  But  this  was  not  sufficient  for  the  world’s  needs. 
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The  annual  increase  of  the  present  stock  of  gold  currency 
at  the  rate  of  three  and  one-half  per  cent,  would  be  one 
hundred  and  forty  millions,  which,  with  sixty  millions 
approximately  required  for  the  arts,  would  exceed  the  product 
by  fifteen  millions.  Here,  then,  is  a deficiency,  with  four 
thousand  millions  of  silver  currency  in  use  at  the  same  time. 
But  if  the  present  policy  is  continued,  and  gold  continues  to 
advance — reflected  as  it  will  be  in  the  falling  gold  price  of 
silv^er — the  latter  will  become  so  low  in  value,  as  compared 
with  gold,  as  to  be  unfit  for  standard  money,  or  even  to  circu- 
late with  gold,  through  governmental  restrictions  and  limita- 
tions, and  will  be  discarded  altogether  except  for  subsidiary 
currency  ; and  the  silver  thus  displaced  will  have  to  be  replaced 
by  gold,  if  the  proportionate  amounts  of  specie  to  paper  are  to 
be  retained,  and  where  is  the  gold  to  come  from  ? 

Even  if  there  should  be  an  excess  of  gold  production, 
from  some  “ bonanza  ” hereafter  discovered,  the  excess  would 
be  so  small  in  comparison  with  the  supply  on  hand,  which  is 
constantly  increasing,  as  to  very  slightly  affect  its  value,  and 
any  depreciation  from  excessive  production  would  be  readily 
corrected  in  the  manner  previously  explained. 

If,  however,  it  is  allowable  to  speculate  upon  the  chances 
of  discovering  future  “ bonanzas,”  and  the  increased  produc- 
tion of  gold  resulting  therefrom,  it  is  equally  allowable  to 
speculate  upon  the  chances  for  opening  up  new  fields  for  the 
use  of  money.  There  is  no  more  likely  field  at  present  than 
China.  If,  in  consequence  of  the  lessons  of  the  present  war, 
she  should,  as  Japan  is  doing,  decide  to  adopt  western  ideas 
and  methods  of  progress,  she  would,  with  her  immense  popu- 
lation and  productive  power,  absorb  an  immense  amount  of 
currency.  At  ten  dollars  of  specie  per  capita,  she  would 
require  as  much  of  that  form  of  currency  as  the  present  stock 
of  either  gold  or  silver  currency  in  the  world ; she  has  now 
less  than  one-fifth  of  that  amount.  Those  branches  of  business 
in  which  the  circulating  capital  is  large,  and  in  which  the  pro- 
ducts are  large  as  compared  with  the  amount  of  capital 
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employed,  require  by  far  the  greater  amount  of  currency. 
Mining,  manufactures,  trade  and  commerce  require  not  only 
much  more  capital  than  agriculture,  but  much  more  currency 
in  proportion  to  the  capital  employed.  If,  therefore,  China 
should  become  a manufacturing  nation,  for  which,  with  her 
plentiful  and  cheap  labor,  she  is  admirably  adapted,  and  min- 
ing, trade,  commerce  and  tran.sportation  should  follow,  as  they 
would,  her  requirements  for  currency  would  be  very  great. 
Other  eastern  nations  would  likely  follow  in  her  footsteps,  to 
say  nothing  of  Africa,  which  is  now  being  opened  up  to  civili- 
zation. 

It  seems,  therefore,  that  there  is  little  hope  of  sufficient 
increase  in  the  production  of  gold  to  even  steady  its  value,  at 
its  present  level,  while  there  is  good  reason  to  believe  that,  in 
consequence  of  the  increased  demand  for  currency,  arising 
from  the  increased  demands  of  business,  and  the  opening  up 
of  new  fields  for  its  employment,  the  supply  of  both  metals 
will  become  insufficient  to  meet  the  demand,  resulting  in  the 
appreciation  of  the  value  of  both  gold  and  silver.  What  has 
been  said  as  to  the  excessive  production  of  gold,  is  in  general 
applicable  to  the  question  of  the  excessive  production  of  silver. 

Another  objection  of  the  gold  monometallists  is  that  the 
silver  advocates  want  cheap  money,  and  plenty  of  it.  What 
they  do  want  is  to  get  rid  of  the  present  false  standard  of 
value  and  sub.stitute  in  its  stead  one  which  shall  have,  as  near 
as  possible,  the  value  of  the  gold  dollar — either  through 
bi-metallism  or  silver  monometallism — before  the  commence- 
ment of  the  war  upon  silver.  While  this  will  result  in  lowering 
the  present  standard  of  value,  it  will  so  result  by  substituting  a 
.stable  standard  of  value  for  an  un.stable  one.  They  also  want 
sufficient  money,  of  ultimate  redemption,  to  serve  as  a safe 
support  for  the  currency  system,  which  is  based  upon  it,  and 
which  we  do  not  now  have. 

The  depreciation  of  gold  or  silver  is  never  so  disastrous  in 
its  effects  as  the  depreciation  of  an  irredeemable  paper  cur- 
rency. The  decline  of  gold  or  silver,  when  it  does  occur, 
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is  usually  gradual  and  moderate  in  amount.  The  only  instance 
where  the  decline  has  been  very  great  was  that  resulting  from 
the  great  output  of  the  Mexican  and  South  American  mines  ; 
but  that  extended  over  so  long  a period  that  the  decline  was 
not  seriously  felt,  and  proved  to  be  a benefit,  not  an  evil.  The 
peo[)le  have  learned  to  place  confidence  in  those  metals,  and 
understand  that  they  can  never  become  worthless,  as  irredeem- 
able paper  generally  does.  Neither  do  gold  and  silver  ordi- 
narily fluctuate  widely  within  short  periods ; their  course 
usually  is  either  steadily  upwards  or  downwards,  unattended 
by  material  fluctuation.  Irredeemable  paper,  on  the  other 
hand,  fluctuates  with  the  credit  of  its  makers,  and  when  it  has 
become  greatly  depreciated,  the  fluctuations  become  more 
marked.  The  fluctuation  of  the  value  of  silver  in  the  past  few 
years  furnishes  an  exception  to  the  above  rule  arising  from  the 
treatment  it  has  received,  and  if  the  war  upon  the  metal  should 
continue,  and  thus  create  a fear  that  it  may  be  discarded  as 
money  altogether,  we  may  expect  the  same  degree  o’f  fluctua- 
tion as  compared  with  gold  as  in  the  case  of  irredeemable 
paper.  There  can  be  no  evil  effects,  however,  from  the  slight 
depreciation  of  silver  which  will  be  caused  by  free  coinage  at 
sixteen  to  one,  as  there  is  a limit  to  the  depreciation,  and  at 
that  limit  we  will  reach  a sound  and  .stable  standard  of  value. 
It  will  be  a factor  in  the  revival  of  business,  though  the  season 
of  prosperity  which  will  be  inaugurated  will  probably  be  fol- 
lowed by  a commercial  panic,  which  is  the  natural  sequence  of 
every  period  of  great  business  activity. 

The  rise  of  prices  caused  by  depreciation  of  the  standard, 
though  not  a rise  in  values,  and,  therefore,  properly  denomi- 
nated as  fictitious,  has  the  effect  equally  with  a rise  in  prices, 
so’ely  from  a legitimate  demand,  of  stimulating  all  forms  of 
industry,  resulting  in  the  steady  and  full  employment  of  labor 
and  activity  in  all  branches  of  business,  thus  increasing  the 
purchasing  ability  of  the  people  and  the  volume  of  consump- 
tion. A legitimate  demand  for  all  products  is  thus  cieated, 
and  the  country  becomes  prosperous.  The  commercial  panic 
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likely  to  follow  will  not  be  accompanied  by  a rise  in  the  stand- 
ard of  value,  such  as  occurs  when  a sound  currency  replaces 
an  irredeemable  paper  currency,  which  has  become  worthless, 
as  was  the  case  at  the  close  of  the  Revolutionary  War  ; or  one 
which  must  appreciate  one  hundred  and  fifty  per  cent,  to 
become  equal  to  gold,  as  in  the  case  of  the  greenback  currency. 
The  commercial  panic  in  this  case,  if  it  did  occur,  would  be 
no  worse  in  its  consequences  than  an  ordinary  commercial 
panic,  unattended  by  such  appreciation  of  the  standard  of 
value. 

As  for  the  demand  for  plenty  of  money,  we  have  that 
now  at  the  present  standard  of  value,  and  whether  it  be  cheap 
or  dear  it  has  value,  and  the  only  way  to  get  it  is  the  same 
as  we  get  other  forms  of  property — by  giving  equal  value  in 
exchange  for  it. 

Money  is  the  instrument  by  which  capital  is  kept  in 
motion — the  motive  power  of  capital — and  it  would  be  as 
unwise  for  any  section  of  the  country  to  procure  a greater 
volume  of  currency  than  that  needed  to  transact  its  business 
as  for  a railroad  company  to  purchase  more  locomotiv'es  than 
necessary  to  haul  its  cars.  Both  transactions  would  result  in 
idle  property,  and  in  the  case  of  the  currency  the  portion  not 
needed  would  be  retired  or  attracted  to  a market  where  it 
could  be  used  to  advantage. 

One  of  the  alleged  evil  effects  of  a depreciated  standard  is 
that  upon  wages.  Some  one  has  said  (and  the  saying  is  frequently 
repeated)  that  with  rising  prices  wages  are  the  last  to  rise,  and 
with  falling  prices  the  first  to  fall.  This,  if  true,  must  be 
because  labor  is  slow  to  see  and  look  after  its  own  interests. 
This  might  have  been  true  at  one  period,  but,  as  previously 
explained,  labor  has  made  great  strides  in  intelligence  and 
organization.  According  to  the  report  of  a commission  of  the 
United  States  Senate,  published  several  years  since,  wages 
have  doubled  within  the  past  fifty  years,  while  the  laborer’s 
cost  of  living  has  in  the  same  period  decreased  twenty-five  per 
cent.  The  purchasing  power  of  the  laborer’s  wages  were 
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therefore  twice  and  two-thirds  as  much  at  the  close  of  that 
period  as  at  the  beginning.  There  has  been  some  change 
since  the  publication  of  that  report,  wages  having  fallen  and 
also  prices  of  articles  consumed  by  the  laborer.  The  report, 
however,  shows  that  labor  is  both  able  and  does  take  care  of 
its  own  interests.  The  truth  of  this  saying  was  also  contro- 
verted by  the  course  of  wages  during  the  present  depression. 
They  were  the  last  to  fall,  and  then  only  after  a determined 
struuarle,  and  are  now  the  first  to  rise  with  the  exhibition  of 
the  first  feeble  .signs  of  a partial  resumption  of  business.  What 
the  laborer  needs  is  steady  employment  at  fair  wages,  and  of 
this  he  is  deprived  by  the  present  false  standard  of  value. 
Labor  has  shown  its  ability  to  take  care  of  itself,  and  will 
receive  its  share  of  the  value  of  its  joint  product  with  capital 
by  whatever  standard  measured. 

We  are  also  told  that  it  is  impossible  to  fix  a ratio  for  the 
coinage  of  gold  and  silver  by  international  agreement  which 
will  remain  stable,  that  they  will  fluctuate  in  value  in  the  same 
manner  as  other  commodities,  and  that  this  will  be  the  case 
especially  with  silver.  An  international  agreement,  however, 
carried  out  by  legislation  can  sufficiently  increase  the  demand 
for  silver  to  make  it  stable  at  a value  equal  or  greater  than  that 
of  the  gold  dollar  of  1873  and  to  effect  that  object  the 
coinage  ratio  of  the  two  metals  need  not  be  any  greater  than 
sixteen  to  one.  While  the  values  of  both  gold  and  silver  are 
determined  by  the  law  of  supply  and  demand  as  those  of  other 
commodities,  there  are  these  differences,  as  previously  stated, 
that  the  principal  demand  tor  both  gold  and  silver  is  for  coin- 
age and  that  there  is  always  a supply  of  each  metal  on  hand 
many  times  greater  than  its  greatest  annual  product.  The 
effect  of  these  differences  is  to  give  to  both  their  chief  value 
and  to  maintain  their  stability  of  vedue.  Besides  the  lessons 
of  history  prove,  as  previously  mentioned,  that  the  relative 
commercial  values  of  the  two  metals  were  maintained  at 
nearly  the  same  ratio  for  a period  of  nearly  two  hundred 
years. 
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The  deluge  of  silver  predicted  by  the  gold  monometallists 
under  free  coinage  need  not  be  feared.  Under  free  coinage 
standard  silver  coins  will  be  worth  no  more  than  the 
silver  bullion  which  they  contain.  Where  there  is  a seignior- 
age charge  that  will  be  added  to  the  value  of  the  coin.  Silver 
will  be  worth  no  more  in  this  than  in  any  other  market  and 
no  more  will  be  imported  than  sufficient  to  satisfy  our  needs 
for  coinage. 

Free  coinage  would  produce  different  results  from  coinage 
under  the  Bland  Act.  Under  the  Bland  Act  the  government 
purchased  silver  bullion  at  market  value,  and  after  coining 
received  the  value  of  a gold  dollar  for  every  silver  dollar 
coined.  But  she  kept  it  equal  to  the  gold  dollar  by  the 
pledge  of  her  credit,  and  received  the  difference  in  value 
between  the  bullion  and  the  silver  dollars  which  she  made 
equal  to  gold.  If  private  individuals  could  have  silver  bullion 
coined  into  dollars,  and  have  them  made  equal  to  gold  by  the 
pledge  of  the  government,  they  would  reap  the  profit  instead  of 
the  government.  Under  free  coinage,  however,  there  would  be 
no  pledge  of  the  government  to  keep  silver  coinage  on  a parit}’ 
with  gold,  and  if  there  were,  it  could  not  be  done.  The  silver 
coinage  would  have  no  artificial  support  whatever,  but,  as  gold 
does  now,  would  depend  for  its  value  entirely  upon  the  value 
of  the  silver  which  it  contained.  The  more  valuable  gold 
coinage,  instead  of  circulating  with  the  silver  and  affecting 
exchanges  at  silver  value,  would  disappear  in  search  of  a 
better  market,  and  the  silver  coinage  would  form  the  sole 
standard  of  value.  Like  all  standard  money,  it  would  circu- 
late at  its  own  value,  which,  in  this  case,  would  be  that  of  the 
silver  which  it  contained. 

A limited  number  of  the  Bland  dollars  would  and  did 
circulate  on  a parity  with  gold  without  any  governmental 
pledge,  for  the  reason  that  the  law  has  declared  them  to  be  a 
legal  tender,  but  when  their  amount  became  so  large  that, 
with  the  Treasury  notes,  there  was  danger  of  their  taking 
possession  of  the  currency  field  to  the  exclusion  of  gold,  it 
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became  necessary  for  Congress  to  declare  in  the  Sherman 
Act  and  the  act  repealing  it  that  it  was  the  policy  of 
the  government  to  keep  all  forms  of  the  currency  on  a » 

{xirity.  ' ’ 

The  objection  to  the  inconvenience  of  the  silver  dollar 
can  be  obviated  by  the  use  of  siK'er  certificates  as  at  present.  / 

They  can  be  printed  and  issued  of  any  denomination.  Paper 
properly  secured  as  this  would  be  is  preferred  by  the  people 
to  either  gold  or  silver  coin. 

To  conclude  : The  present  gold  standard  is  not  stable  in 

value,  but  has  already  greatly  appreciated  and  still  continues  to 
appreciate.  No  currency  can  be  called  either  sound  or  honest 
which  works  injustice  to  any  class — retards  and  checks  mate- 
rial progress  and  development,  and  brings  distress  and  ruin 
upon  the  people.  ' 

To  get  rid  of  this  false  standard  of  value  and  sub.stitute 
one  which  in  making  the  substitution  shall  work  as  little 
injustice  as  possible,  and  when  substituted  shall  be  as  .stable 
as  possible,  is  the  problem  to  be  solved.  The  present  condi- 
tion is  unlike  any  previous  condition  in  hi.story.  We  have  had 
the  case  of  the  decline  in  the  value  of  both  gold  and  silver 
following  the  discoveries  of  those  metals  in  America — the 
decline  in  gold  caused  by  the  large  outputs  of  California  and 
the  irredeemable  paper  currencies.  While  they  furnish  us 
with  instruction,  there  is  no  parallel  between  any  of  them  and 
the  present  case.  Now  one  metal  is  appreciating  sharply  while 
the  other  is  depreciating,  both  results  being  produced  by  the 
same  cause — legislative  action  causing  an  increase  of  the 
demand  for  gold  and  diminution  of  the  demand  for  silver.  The 
main  support  of  the  value  and  stability  of  silver,  the  demand 
for  it  as  currency,  is  in  danger  of  being  cut  from  under  it, 
completely  disarranging  the  former  relative  values  and  stability 
of  both  metals. 

The  only  mode  of  relief  is  to  restore  the  value  and  stabil- 
ity of  silver  by  restoring  the  demand  for  it  as  currency  and  this 
can  be  done  only  through  bi-metallism  to  be  established  by 
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the  co-operation  of  the  principal  nations  in  fixing  a ratio  for 
for  the  free  coinage  of  both  metals,  or  through  silver  mono- 
metallism in  the  United  States  to  be  brought  about  by  the 
adoption  of  the  free  and  unlimited  coinage  of  silver  at  the  ratio 
of  sixteen  to  one  or  possibly  slightly  greater.  The  former 
seems  impo.ssible  and  therefore  the  only  alternative  is  the 
latter. 


CHARLES  H.  GROSS. 


Philadelphia,  May  9,  1895. 


